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Executive Summary

Principal Findings

strengthen the stewardship of the public service through more effective
leadership by 0pM in the area of human resources management and its
administration of the civil service (p. 56).

Assuring the Quality of
the Public Service

The federal government’s ability to maintain the quality of its
workforce is affecting its ability to deliver services. It is hampered in
recruiting and retaining qualified staff in such critical areas as air traf-
fic control operations, the Social Security Administration’s automated
data processing operations, and the Environmental Protection Agency’s
(EPA) Superfund program.

A noncompetitive pay structure causes much of the difficulty in recruit-
ing quality people to the public service. a0 has found that the pay sur-
vey used to determine average pay rates in the federal and private
sectors is accurate but not used in setting federal pay.

The quality of the public service is also hampered by ineffective plan-
ning and the lack of sound information on workforce operations. Prob-
lems in workforce planning have been identified in the Federal Aviation
Administration’s (FAA) safety-related workforces and the EPA’s
Superfund workforce.

Improving the
Effectiveness of the Public
Service

Assuring an effective workforce requires competent and experienced
leadership; yet the level of experience among the government’s senior
executives is in danger of being eroded due to compensation and morale
problems.

A key factor that can contribute to an effective public service is better
training and performance management. Yet GAO continues to identify
inconsistencies in the training provided and problems in the govern-
ment’s pay for performance, performance appraisal, and other aspects
of managing performance. Opportunities for enhancing agency perform-
ance through training were identified in several agencies.
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Chapter 1
Introduction

Objective, Scope, and
Methodology

As the federal agency primarily charged with executing the laws gov-
erning the federal civil service, and developing, administering, and
enforcing civil service rules and regulations, OPM is responsible for
assuring the systematic application of merit system principles. More
specifically, opM responsibilities include central examining and employ-
ment operations, personnel investigations, personnel program evalua-
tion, executive development, and training. orM also administers the
retirement and insurance programs for federal employees, and exercises
leadership in affirmative action. OPM policies apply to over 2.2 million
civilian employees in the executive branch and certain agencies of the
legislative branch and employees in the judicial branch. oPM helps these
agencies carry out its policies while delegating certain personnel powers
to agency heads.

The MSPB is charged with safeguarding the merit system and civilian fed-
eral employees against abuses and unfair personnel actions. It hears and
decides employee appeals on agency actions to assure that these actions
are consistent with merit system principles. These actions include
employee removal, reduction-in-grade, and suspension. MSPB can on its
own authority order corrective and disciplinary action against an
employee or agency when appropriate. It can also conduct studies of the
merit system to assure the health of the public service. 0sC is responsible
for investigating allegations of prohibited personnel practices and politi-
cal activities. The Special Counsel may initiate disciplinary and correc-
tive actions before the board when warranted.

Our objective in preparing this report is to summarize reports we have
issued over the previous 2 fiscal years. These reports address issues
affecting merit system principles as well as the administration of the
public service. We identified issues affecting the quality, effectiveness,
integrity, and administration of the public service. OQur summary of
these reports was done to enhance their usefulness to Congress and the
new administration.

Title I of the cSRA of 1978 requires that we report to the President and
Congress on the significant activities of opm and MspB. The act specifies
that in reporting on significant actions of opM, we include an analysis of
whether the actions are in accord with merit system principles and free
from prohibited personnel practices. The reports we have issued over
the past 2 fiscal years discuss the effects of such significant activities
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Chapter 2

Assuring the Quality of the Public Service

An Effective
Recruiting and
Staffing Process Is a
Major Factor in
Attaining Quality

A quality federal workforce is essential if the complex and wide-ranging
missions of government agencies are to be effectively accomplished.
Civil servants perform such critical tasks as ensuring the safety of our
environment and food, fighting illegal drug trafficking, providing accu-
rate Social Security payments, ensuring the safety of over 1 million air
travelers daily, and ensuring the stability and integrity of financial
markets.

To carry out these missions, OPM, as the central personnel agency, and
individual agencies must work together to attain a federal workforce
that is highly skilled, qualified, motivated, and well managed. Achieving
this quality in the public service requires

effective recruiting and staffing,
competitive pay and benefits, and
effective human resources planning and sound workforce information.

Merit principles adopted by Congress in 1978 require that recruitment
of employees should be from all segments of society. Using fair and open
competition, selection and advancement of employees should be based
on ability, knowledge, and skills. Once hired, employees should be used
efficiently and effectively. Pay and benefits should be based on the prin-
ciple of equal pay for work of equal value, with consideration being
given to local and national rates paid by private employers, and with
incentives and recognition for excellent performance.

A quality workforce does not just happen; achieving it has to be a con-
scious and continuing effort on the part of the federal government. Our
work over the past 2 fiscal years has identified problems in the govern-
ment’s ability to attract and retain quality employees. Specific difficul-
ties occur in these main areas: recruiting and staffing practices, the
government’s pay and benefits structure, and ability to plan for the
types and numbers of peopie that are needed.

Numerous factors affect the government’s ability to recruit and retain
quality people in the public service, one of which is its recruitment and
hiring process. Our surveys of both personnel officers and personnel
directors indicated that barriers to acquiring quality people are hamper-
ing agency hiring efforts. The Director of opM described the problem
when she said that the current system for hiring federal employees is
“intellectually confusing, procedurally nightmarish, inaccessible to stu-
dents, and very difficult to explain,” as she announced OPM's new
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Chapter 2
Assuring the Quality of the Public Service

What criteria will be used to evaluate candidates’ civic virtue and moral
character?

Will agencies be able to attract the best candidates without competitive
pay?

Recruiting and Retention
Difficulties Affect the
Accomplishment of
Agencies’ Missions

IRS

In addition to the hiring process, other factors such as noncompetitive
compensation affect the government’s ability to recruit quality people.
Noncompetitive compensation further exacerbates the problem by creat-
ing higher rates of turnover, which, in turn, create the need for more
recruiting by federal agencies. Over the past 2 years, we have reported
on personnel recruitment and retention problems that have had signifi-
cant impact on the agencies’ missions. In the Social Security Administra-
tion (SsA), the Internal Revenue Service (IRS), the Environmental
Protection Agency (Epa), the National Science Foundation (NSF), and in
scientific and engineering occupations, recruitment and retention prob-
lems were caused by inadequate pay, while in the Federal Aviation
Administration (FAA) we reported on difficulties of recruiting and train-
ing new safety-related personnel.

In March 1987 we reported on how automated data processing (ADP)
operations are crucial to the effective functioning of $sa.? Yet recruiting
and retaining skilled ADP staff for 584 is significantly hindered by barri-
ers of noncompetitive compensation and outdated 0PM job standards and
procedures for hiring. We reported that an inordinate amount of
resources have to be spent to recruit and replace skilled employees who
find more attractive job opportunities elsewhere after they have been
trained by ssa. We recommended that sSa identify the number, type, and
qualifications of Apr personnel needed and take steps to acquire the nec-
essary skills.

In an initiative designed to generate additional revenue, Congress autho-
rized IRS to hire additional revenue agents in 1986. In December 1987 we

“Bocial Security Administration: Stable Leadership and Better Management Needed To Improve

Effectiveness (GAO/HRD-87-39, Mar. 18, 1987).

Page 13 GAO/GGD-89-73 The Public Service



Chapter 2
Assuring the Quality of the Public Service

Scientists and Engineers

trailed private sector pay by 25 to 68 percent. The former Superfund
employees we surveyed who took private sector jobs received a $7,200
pay increase on the average.

In February 1987, we reported on the effect of pay disparity between
federal scientists and engineers and their counterparts in the private
sector by examining attrition rates and recruiting difficulties in the fed-
eral scientific and engineering community.® Studies differ on the degree
of correlation between pay and turnover but generally concur that in
addition to pay, a variety of organizational, personal, and economic fac-
tors influence separation decisions.

Recognizing that a variety of factors affect separation decisions, we
reviewed seven occupations and found that chemists had the largest
overall pay gap but that their “quit rate” was the lowest. Conversely,
clerk-typists and secretaries were among those with the smallest pay
gaps but the highest quit rates. Federal white-collar workers had a
lower quit rate than did those in the private sector. In a report to the
Executive Office of the President, 10 agencies expressed concerns about
the quality and quantity of people they were able to obtain, with 3 agen:
cies citing slow federal hiring processes and a poor image of federal
employment as recruitment difficulties.

We reported in June 1987 that NSF was experiencing recruiting problems
at the Senior Executive Service (SES) level.” The agency did not maintain
statistical data on candidates who declined offers or chose not to apply:
therefore, evidence of these problems was limited to anecdotal informa-
tion. NSF reported that the caliber of its scientific and engineering
recruits was high but it was becoming harder to recruit these people.
According to agency officials, top-quality candidates were reluctant to
leave their research for federal administrative positions because the
federal pay lagged behind salaries in the academic community. NSF also
said it had increased its use of the Intergovernmental Personnel Act
(1rA), which enabled it to attract individuals whose salary levels could
not be met under the constraints of the government pay cap.

SFederal Workforce: Pay, Recruitment, and Retention of Federal Employees (GAO/GGD-87-37,
Feb. 10, 19879,

"Federal Workforce: Recruitment and Retention of Senior Executives at the National Science Founda-
tion (GAO/GGD-87-87FS, June 4, 1987).
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Chapter 2
Assuring the Quality of the Public Service

demonstration project in January 1988. In an April 1988 report, we
found that personnel procedures had been revised while other changes
were still in the developmental stage.® NIST is monitoring implementation
of the project now to ensure that baseline data and evaluation plans are
in place so that valid conclusions about the success of the project can be
made. A final report will be issued in 1992,

In May 1988 we reported on the first demonstration project approved by
OPM under authority granted by the CSRA.'° Like the project at NIST, civil-
ian recruitment and retention problems in the Department of the Navy
were a major reason for the establishment of the personnel management
demonstration project in July 1980 at two Navy laboratories in San
Diego and China Lake, California. The project, designed to test an inno-
vative pay schedule, was the first of its kind for the Navy.

We found that a pay for performance system with revised personnel
processes to classify, appraise, and pay federal employees is workable.
The project also showed that line managers could be given authority and
responsibility for making personnel decisions—a factor the Navy con-
sidered essential in implementing the revised system. We concluded,
however, that given the magnitude of missing data and the differences
between the demonstration and control laboratories, no assessment
could be made of whether the major outcomes cited by oPM were attrib-
utable to the change in personnel practices, to preexisting differences
between laboratories, or to outside factors. To assure sufficient informa-
tion on these experiments, we recommended to OPM that future person-
nel demonstration projects be carefully evaluated and fully documented.
In addition, such evaluations should be closely monitored to ensure that
they are implemented as designed, and alternative evaluation designs
should be developed and implemented if there are problems in executing
the original evaluation.

9Federal Workforce: Information on the National Bureau of Standards Personnel Demonstration Pro-
Jject (GAO/GGD-88-59FS, Apr. 5, 1988).

1Federal Personnel: Observations on the Navy's Personnel Management Demonstration Project
(GAO/GGD-88-7T9, May 3, 1988).
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Chapter 2
Assuring the Quality of the Public Service

how to achieve more competitive federal salaries, given the constraints
on federal salaries imposed during the previous several years. Under
these circumstances, it would be very difficult to address the issue of
executive salary comparability without addressing the issue of pay ade-
quacy for the rest of the federal workforce.

An example of the executive compensation problem in the federal gov-
ernment was highlighted in a fact sheet we issued in April 1987.' We
reported that some federal salaries exceeded the statutory limitation of
Executive Level I for individuals who carry out the government’s work.
Some government organizations operate with funds provided by the
users of their services. Other organizations carry out functions that are
quasi-governmental in nature, such as the Federal Reserve Banks, and
are not subject to legislation that establishes salary amounts for federal
employees paid out of appropriated funds. We reviewed six quasi-gov-
ernmental banking organizations that operated with nonappropriated
funds. At these six organizations, 171 executives received salaries in
1986 that exceeded the then-existing federal government pay cap of
$86,200. On the basis of recommendations of outside consultants, the
salaries were set to ensure that salaries were competitive with the pri-
vate sector; they ranged from $86,500 to $250,000.

Methods of Comparing
Federal and Private Pay
Have Been Improved and
Still Show Major
Differences in Pay Levels

Frequent use of alternative pay rates in setting federal pay rates has
caused General Schedule pay to fall significantly behind pay rates in the
private sector. Economic concerns, as well as concerns about the rates
determined by the federal pay comparability process, led to the use of
alternative pay rates by past presidents. Changes in the process for set-
ting federal salaries aimed at improving the accuracy of pay compara-
bility determinations have been undertaken since 1984. In May 1987 we
reported on these changes to the methods of comparing federal and pri-
vate sector salaries.’

By law, unless the President proposes alternative pay rates and Con-
gress agrees, white-collar employees’ salaries under the General Sched-
ule are to be adjusted each year to maintain comparability with private
sector salaries for similar levels of work. Comparability amounts are
determined by the President’s Pay Agent (Directors of the Office of

12Federal Pay: Executive Salaries in Government-Related Banking Organizations
(GAO/GGD-B7-68FS, Apr 30, 1987).

"“Federal Pay: Changes to the Methods of Comparing Federal and Private Sector Salaries
(GAO/GGD-87-8, May 14. 1987).
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issues and provide overall direction to the implementation of the study.
The bill did not, however, mandate that Commission membership be
diverse as we recommended. The study called for in S. 552 would have
analyzed the classification, grading, and pay-setting processes within
and between the white-collar General Schedule and the blue-collar Fed-
eral Wage Grade System to determine whether distinctions between pay
grades for federal jobs in executive agencies reflected substantial differ-
ences in the duties, difficulty, responsibility, and qualification require-
ments of the work done. We recognized that it was reasonable to focus
on these 2 systerus rather than trying to include all of the 60 or more
federal pay systems within the study, since the 2 systems contained 83
percent of all federal employees.

Firefighter Pay and
Overtime Pay for FBI
Special Agents Illustrate
the Complexity of Federal
Compensation

The General Schedule system covers a wide variety of occupations in
the federal government. While it provides a uniform pay and classifica-
tion scheme it is also a complex system with many variations. The man-
ner in which federal firefighters and special agents of the Federal
Bureau of Investigation (FBI) are compensated for overtime illustrates
the complexity of the current pay structure.

A federal firefighter's biweekly pay is a three-tiered amount consisting
of base pay from the General Schedule, premium pay amounting to 25
percent of the base, and overtime for hours in excess of 53 per week. A
proposal in Congress to set up a separate pay system and change the
workweek for certain federal firefighters would have reduced the nor-
mal tour of duty from 72 to 60 hours a week and increased their hourly
rate of pay by 12 percent. Because of the reduced workweek, about 95
percent of these firefighters would receive less total pay. In October
1987 we reported on an estimate, prepared by the Department of
Defense (DOD), of the cost to implement the proposed new salary sched-
ule for federal firefighters. We reported that while individual salaries
would be reduced under the legislation, overall salary costs would be
increased by $26.8 million, or 12.8 percent, to pay for the additional per-
sonnel that would be needed. In addition, we included additional costs
associated with hiring new firefighters (equipment, training, and bene-
fits), which were not included in DOD’s estimate.'s

Overtime payments are also a significant part of the salary for FBI spe-
cial agents. The FBI authorizes administratively uncontrollable overtime

"Federal Compensation: Estimated Cost Of Proposed Change in Federal Firefighters’ Workweek
(GAO/GGD-88-2FS, Oct. 16, 19877,
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Fringe benefits make up a significant portion of the federal employee
compensation package. In June 1987 we reported on the government'’s
practice of providing fringe benefits to federal employees while they are
absent from work in a nonpay leave status. A nonpay leave status stems
from personnel actions, such as leave without pay, furlough, suspension,
or absence without leave.

Under the federal retirement systems, employees can receive up to 6
months of service credit while in nonpay status in each calendar year.
Costs associated with this credit are borne entirely by the government;
employee contributions for periods of unpaid leave are not required.
While in a nonpay status employees are also relieved of their share of
life insurance premiums. Health insurance, however, can continue if
contributions are made by both the government and the employee.

The largest cost under this policy is for retirement credit, which is borne
entirely by the government and which we estimated was potentially
$463 million in 1985. The government’s share of health insurance premi-
ums amounted to about $63.3 million. Life insurance costs, which were
shared by the government and working employees, were over $12 mil-
lion. We did not estimate the cost of the other benefits earned through
severance pay and annual leave accrual. According to 1985 0PM records,
the average number of employees in nonpay status at any time during
the year was 58,613.1%

One use of nonpay leave status is for parental leave. Parental leave is a
combination of accrued or advanced annual or sick leave and/or leave
without pay for employees who are new parents. In April 1987 we testi-
fied on our own parental leave policy. Our policy provides up to 26
weeks of unpaid leave so that parents can stay at ho.ne with a new
child. We noted in our testimony that unpaid leave such as leave with-
out pay, regardless of the reason taken, is not without some cost to the
government.'*

In 1986 FERS was established. It was mandatory for employees newly
hired after December 31, 1983, and optional for those employees previ-
ously covered by the Civil Service Retirement System (cSRS). The new
system had an open enrollment period for employees covered under CSRS
who wanted to switch to the new system. Fewer federal employees than

I8Federal Workforce: Benefits Provided to Employees in Nonpay Status (GAQ/GGD-87-92, June 26,
1987).

"Family and Medical Leave Act of 1987 (GAQ/T-CRO-87-1, Apr. 2, 1087).
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While raa has made significant progress toward recovering from the
1981 air traffic controllers’ strike, in May 1987 we testified and
reported that serious problems remained in managing the air traffic con-
trol system because FAaA subsequently had fewer controllers to handle
considerably more traffic than it did before the strike.? We supported
FAA'S request to increase the controller and inspector workforces in fis-
cal year 1988. We expressed concern that FAA’s fiscal year 1988 request
did not reflect realistic maintenance staff needs.

We testified in July 1987 that although the Department of Transporta-
tion (DOT) had announced new controller staffing targets,” por had not
identified for Congress what level of service the proposed staffing levels
could be expected to provide or what impact they would have on the
traveling public and the aviation industry. Until this was done, we con-
cluded, it would be difficult to determine the most appropriate size and
composition of the controller workforce.

We testified in February 1987 that most controllers, supervisors, and
managers rate the overall safety of the air traffic control system as ade-
quate to excellent.” However, air traffic personnel at Chicago O’Hare
International Airport control tower, which controls take-offs and land-
ings at the airport, and the Chicago air route traffic control center,
which contrels aircraft enroute from or to the airport, expressed con-
cerns with the size and composition of the controller workforce, control-
ler work load, overtime, and training of new controllers. We concluded,
in part, that the growth in air traffic, coupled with an inadequate
number of controllers, was straining the existing controller workforce at
many major facilities, Controllers have expressed concern that they
were overworked and that the situation could eventually impair their
ability to maintain the proper level of safety.

We reported in March 1986 that the controller workforce was being
stretched too thin and that the situation could impair Faa’s ability to
maintain the proper margin of safety. We concluded that FAA could not
quickly increase the number of controllers or provide new equipment to

21FAA Staffing: Air Traffic Controllers’ Work Load and Operational Performance
(GAO/RCED-87-138FS, May 6, 1987).

“2FAA Work Force Issues (GAO/T-RCED-87-25, May 7, 1987).

23FAA Air Traffic Controller $taffing and Related Issues (GAQ/T- RCED-87-42, July 29, 1987).

24 Aviation Safety in Airspace Controlled by Two Major FAA Facilities in the Chicago Area
(GAQ/T-RCED-87-2, Feb. 27, 1987).
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A key step in workforce planning is determining which functions can be
done in-house and which can be done by contractors. FAA was testing the
possibility of using contractors in its maintenance program by setting up
a pilot program to contract out maintenance work at selected air traffic
facilities. We reported in April 1987 that FAA’s design for the program
provided a reasonable framework for testing contractor performance.”
We also determined that even though Faa designed the test to have a
minimum impact on the workforce, the test had some potential for accel-
erating attrition in FAA’s maintenance workforce.

Problems in FAA’s inspection program also illustrate the linkage between
mission and workforce planning. We reported in May 1987 that, while
deregulation had led to large increases in the number of airlines and air-
craft requiring inspection, FAA had cut its inspection force and placed its
emphasis on certifying new airlines rather than assuring that periodic
inspections of existing airlines were done at an acceptable level.

Until 1985, FaA did not develop systems or standards for determining
how many inspectors it needed on the basis of its inspection workload.
We recommended that FAA revise its standards for the type and fre-
quency of inspections, to take into account FAA’s inspector staffing need
estimates. FAA acknowledged certain program weaknesses and, among
other things, has begun to increase the size of its inspector workforce
and to establish minimum inspection standards to identify what inspec-
tions need to be performed and how frequently.?

SSA’s Operations Are
Affected by Workforce
Planning Problems

The quality and timeliness of $sA’s service to the public depend largely
on how well its ADP systems operate. 55A uses automated systems to
carry out most of its basic activities, such as maintaining almost 280
million Social Security earnings records, issuing Social Security num-
bers, and providing information to the Department of the Treasury to
pay Social Security benefits.

We reported in March 1987 that ssa’s lack of skilled personnel in its ADP
functions and lack of a long-range plan to acquire that staff hamper its

27 Air Traffic System: Pilot Program to Contract Out Maintenance at Selected Facilitics
(GAQ/RCED-87-104BR, Apr. 17, 1987).

28 pviation Safety: Needed Improvements in FAA's Airline Inspection Program Are Underway
(GAG/RCED-87-62, May 19, 1987).
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new approach in recruiting and hiring employees is meeting expecta-
tions of quality and merit and to make corrections if expectations are
not met,

Recognizing the regular need for such information, we recommended in
August 1988 that Congress authorize a continuing program to assess
workforce quality.®® We recommended that to accomplish such an
assessment, a study of workforce quality should be done over time and
should evaluate three elements: the entering workforce, changes in the
workforce, and separations from the workforce. Data should be gath-
ered through survey sampling of employees in selected occupations.

The assessment of workforce quality should include two basic concepts:
the capabilities of the individual and the degree to which those capabili-
ties meet the requirements of a specific job. We suggested methods of
measuring these concepts as follows:

To define and measure an individual’s capabilities, we selected two sets
of characteristics: (1) knowledge, skill, and ability; and (2) attitudes,
values, and motivation. There are many types of data that can be used
to show each of these, including education, training, test scores, and
licenses as indicators of knowledge, skill and ability, and individuals’
views as indicators of attitudes, values, and motivation.

To measure the match between an individual and a particular job, we
believe data should be obtained, at least initially, from ratings by both
the individual employees and their supervisors.

Congressional need for authoritative data on the procurement
workforce prompted our review of the availability of procurement
workforce information. Reasons for needing workforce information
included concerns over the possible lack of expertise and training among
procurement personnel and the lack of authoritative information on
which to base judgments or make recommendations for improving the
civilian agencies’ procurement workforce.

31Federal Workforce: A Framework for Studying Its Quality Over Time (GAO/PEMD-88-27,
Aug. 4, 1988).
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was among the best in FAA, but it was underused and outdated and
therefore needed refinement to improve the accuracy of its projections.
We also found that FAa management needed performance data that iden-
tify where current staffing shortages are affecting maintenance accom-
plishments before these shortages result in more equipment failures. We
recommended that FAA develop a staffing plan on the basis of authorized
maintenance positions and that it review several options to deal with
current shortages until replacements can be fully trained.

In May 1987 we reported on the need for Faa to develop adequate staff-
ing standards for its inspector workforce because raa did not know how
many inspectors were needed or where they should be assigned.* rFaa
agreed with our recommendations and began to develop guidance so
that staffing standards are related to types and frequency of
inspections.

Like other aspects of human resource planning, effective affirmative
action programs must be well-planned and implemented. The basis for
effective planning is good data. In January 1987, we reported on how
the lack of data was hampering ssA’s affirmative action program.* In ssa
the underrepresentation of blacks—especially black men—remained an
issue in the ssa components and job series we reviewed. Some of the
planned efforts aimed at improving the situation could not be satisfacto-
rily monitored or evaluated because ssa did not compile and analyze
Equal Employment Opportunity Commission (EEOC) required data.

We found that the affirmative action plans in the components we
reviewed did not fully comply with EEoc affirmative action require-
ments. We also found that some elements of $8A’s and its components’
affirmative action plans had not been implemented. To bring ssa into
compliance with EEOC requirements, we recommended that the Depart-
ment of Health and Human Services (HHS) require SSA to take steps to
improve its internal EEO program. HHS agreed with our recommenda-
tions to have ssA compile race and gender data on all internal applicants
at each stage of the selection process to fill job vacancies and identify
and reduce or eliminate artificial advancement barriers that adversely
affect minority groups. HHS also agreed with us on the need for more

% Aviation Safety: Needed Improvements in FAA's Airline Inspection Program Are Underway
(GAO/RCED-87-62, May 19. 1987),

37 Affirmative Action: Social Security Can Do More to Improve Blacks’ Representation In Its
Workforce (GAO/HRD-87-2. Jan. 1987).
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Improving the Effectiveness of the

Public Service

Competent and
Experienced
Leadership Is Needed
for the Public Service

The public service will be more effective in carrying out the complex
and varied missions of the federal government if it is given competent
and experienced leadership, provided effective training and develop-
ment, and is held accountable and rewarded on the basis of its
performance.,

The major purpose of CSRA was to improve the effectiveness and
accountability of the public service. This emphasis was reflected in the
establishment of the SES and in requiring performance-based pay for
managers and supervisors, as well as in the merit principles that empha-
size the need for effectiveness in the management of the federal
workforce. In addition, the merit principles require that employee pay
contain incentives and recognition for excellent performance.

Merit principles call for improving performance through effective edu-
cation and training. Under these principles, employees should be
retained and inadequate performance corrected. Those employees who
cannot or will not improve their performance to meet required stan-
dards should be separated. In the area of education and training, merit
principles also require that employees be provided education and train-
ing in cases where better organizational and individual performance
would result.

Our work over the past 2 years has identified problems in assuring an
effective workforce because of difficulties in maintaining competent and
stable leadership and in achieving effective performance through
improved training and management.

Competent and experienced leadership is important for the development
and maintenance of a quality public service. The public service faces
critical challenges in the years ahead. These include improving recruit-
ment and retention, strengthening training and development, and
enhancing performance. To manage these challenges while effectively
managing agency programs reqilires experienced and competent senior
executives. We reported on how well the government’s executive corps
is functioning in several federal agencies. These reports discussed such
topics as why SES members left their agencies or the government, trends

in career and noncareer employee appointments, and rotation among SES
members.
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About 65 percent of the respondents would advise or strongly advise
someone beginning a career to choose the private sector. Only 13 percent
would recommend public sector employment.

Noncareer Appointments
Have Increased Since 1980

As we were reporting on the dissatisfaction by career SES members who
left the SES because of the number of top management political appoin-
tees, and the accompanying political interference, we were also report-
ing on the growth in noncareer staff (political appointees) at senior
levels in federal agencies. In two reports issued in July and August
1987, we provided information on trends in the career/noncareer mix of
agency executives and in the number of Schedule C appointments (polit-
ical appointees below sgs level) using fiscal years 1980, 1983, and 1986
as benchmarks. In July 1987 we reported that in the executive branch,
the number of noncareer SES members and Schedule C employees
increased between fiscal year 1980 and 1986 and the number of career
SES members decreased.? The number of Schedule C employees and non-
career SES members increased 12.8 percent and 13.1 percent, respec-
tively, while the number of career SES members decreased 5.3 percent.
We computed the trends using data provided by opm.

in August 1987 we also reported on career/noncareer appointment
trends for the Departments of Commerce, Education, Health and Human
Services, the Interior, and Justice by their subunits.? The appointment
trends varied among specific subunits in each of the five departments.
Four of the five departments had more Schedule C employees and SES
noncareer appointees in 1987 than in 1980, and three departments had
fewer SES career appointees. Also, central subunits, such as offices of the
Secretary and Undersecretary and administrative offices, tended to
have more noncareer employees than other subunit:, in each
department.

In November 1986 we reported on the legality of political appointments

at Interior’s Bureau of Land Management.* We found that while political
appointments had increased substantially since 1981 in the Bureau, the

noncareer or political S£8 appointments that were made were legal

“Federal Employees: Trends in Career and Noncareer Employee Appointments in the Executive
Branch (GAQ/GGD-87-96FS, July 8, 1987).

3Federal Employees: Trends in Career And Noncareer Appointments in Selected Departments
(GAD/GGD-87-103F5, Aug. 7, 1987).

“Personnel Practices: Legality of Political Appointments at the Bureau of Land Management
(GAO/GGD-87-21BR, Nov. 24, 1986)
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information. As of May 1987, 15 of the 71 agencies that were contacted
had granted 21 sabbaticals since the program began in July 1981. The
most frequently cited reasons for the level of participation in the pro-
gram were that additional SES members could not be spared for sabbati-
cals and that few SES members expressed interest in the sabbatical
program. We also reported that about one-third of the participants left
either the SEs or the federal service within 3 years of completing the
program.

oprM officials acknowledged that opM’s efforts to publicize the sabbatical
program had been limited. In response to concerns that sabbaticals and
other developmental programs were underutilized, oPM established an
SEs fellowship program that will provide financial assistance to SES
members to cover nonsalary developmental expenses associated with
sabbaticals and other developmental experience provided by law or reg-
ulation. We recommended that OPM assess the sabbatical program’s con-
tribution to the development and effectiveness of SES members and as an
incentive for recruitment and retention. We also recommended that orm
define what would constitute an appropriate level of program use and
determine what can be done to reduce the attrition by SES members who
have completed the program.

Rotations

Another means of executive development is through a formal rotation
program. Such a program allows an agency to place its executives where
it believes they can best be used. In a rotation program an agency peri-
odically reviews career SES positions to assess the need to reassign indi-
viduals according to some preestablished criteria. In December 1986 we
reported on the extent to which executive branch agencies have either
established or plan to establish a rotation program for SES members.

Four of the 63 agencies we contacted indicated past or current experi-
ence with a formal agencywide SES rotation program. Three of these
agencies continued to have a program—the Defense Contract Audit
Agency, EPA, and the Department of the Navy. Agencies gave a variety
of reasons for establishing rotation programs, including the need to

(1) maintain professional independence and objectivity, (2) prevent or
preclude the appearance of a conflict of interest, (3) promote career and
professional development and manager cross-training, and (4) improve
the utilization of sks members.

The most common reason agency officials cited for not implementing an
SES rotation program was that their agencies had too few SES members to
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Pay for Performance
Problems Continue Under
the Performance
Management and
Recognition System

Paying managers and supervisors in grades 13 through 15 on the basis
of their individual performance was a major part of civil service reform.
The system originally set up to do this was called Merit Pay. This system
was subsequently modified by Congress in 1984 and is now constituted
as the Performance Management and Recognition System (PMRS). In Jan-
uary 1987 we reported on the implementation of these legislative
changes by OPM and in selected federal agencies.?

We found that opM and the agencies lacked lead time to prepare for
implementing PMRS because the law was signed approximately 1 month
after it was to have become effective, During the initial months of imple-
mentation, OpM issued guidance and regulations that at times were
untimely, inconsistent with the PMRS law, or unclear.

Despite the resulting confusion and various administrative difficulties,
three of the four agencies from which we obtained data on how they
provided their employees with general pay and merit increases and per-
formance awards did so in accordance with the law. The fourth agency
miscalculated the general pay increases for many of its PMRS employees,
which could result in some of these employees receiving erroneous merit
increases in future years.

Certain nonperformance-related factors that caused inequities under
merit pay continued to exist in PMRS and were resulting in performance
award amounts that varied considerably for employees with the same
grades and performance ratings. It is possible that this problem might be
solved as agencies gain experience under PMRS. Ilowever, as long as
agencies must limit the funds to be made available for general pay
increases, merit increases, and performance awards, it was not apparent
to us how the effects of nonperformance-related factors, such as the dis-
tribution of ratings within an organization, could be overcome.

Because of the newness of the program, we made no recommendations
regarding the operations of PMRs. However, we recommended that opPM
issue guidance to clarify the formula for computing general pay
increases to ensure that correct calculation of these increases occurs and
future incorrect merit increases are avoided.

9Pay for Performance: Implementation of the Performance Management and Recognition System
(GAO/GGD-87-28, Jan. 21, 1987).
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standards were not always communicated to employees in a timely man-
ner and that employees were not always provided with performance
feedback.

oPM and the agencies have done evaluations of performance appraisal
systems and have identified deficiencies. However, local installations,
where closer contact with the work and standards for doing the work
exist, were generally not doing evaluations. We recommended that the
four agencies ensure that local activities evaluate performance appraisal
systems and correct deficiencies in order to improve the manner in
which agencies monitor performance appraisal systems and evaluate
their effectiveness. Such evaluations should pay particular attention to
the types of deficiencies we found as well as those cited in other
evaluations.

Agency Performance Can
Be Enhanced Through
Employee and
Management Training

Our work over the past 2 years identified needed improvements in the
area of training. We identified opportunities for improving agency per-
formance through training at $sA, EPA, and FAA, In addition, we reported
on the extent to which government executives, managers, and supervi-
sors receive training.

In May 1987 we reported on improving the operational performance of
$sA’s Program Service Centers (PSC).'2 One method we identified was that
of improving managerial training and accountability for performance.
PSCs maintain most of $8A’°s historical files on 34 million beneficiaries
receiving Ssa benefits. They also administer claims for all $SA benefi-
ciaries, except those living abroad and those under the age of 59 who
are disabled.

Performance of the rscs could be improved by increasing the accounta-
bility of PSC executives and managers for productivity improvement. We
examined productivity at the ssa’s six pscs. We found, by analyzing ssA’s
own productivity reporting system, that there were variations in pro-
ductivity among the rscs. We reported on various means of improving
productivity in lower performing offices, including managerial training
and employee involvement. We found that managerial training was lim-
ited to such topics as orientation for new managers and basic supervi-
sory concepts. Training was not done in (1) ways of improving
productivity or in (2) identifying targets of opportunity by using

2Social Security: Opportunities to Improve Productivity at Program Service Centers
(GAO/GGD-B7-564, May 22, 1987).
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systems that will be introduced during the modernization of the air traf-
fic system. The FAA Academy was unable to meet all requests for main-
tenance training in fiscal year 1988. In addition, through 1992 the
Academy is scheduled to receive 31 new pieces of equipment, We will be
examining the effect of the Academy’s ability to provide training for
new and existing systems in our ongoing review of FAA training
programs.

A significant part of any agency’s training effort is directed at its super-
visors, managers, and executives. Management training in the federal
government is the principal responsibility of agencies. OPM’s approach is
to leave the content and timing of training of executives, managers, and
supervisors up to each individual agency. opM has, however, prescribed
some specific criteria for training SES candidates and incumbents. Annu-
ally, OPM requests agencies to provide data on federal employee training
activities. We summarized the latest available information from opM on
the amount of short-term training received by federal executives, mana-
gers, and supervisors.

In November 1987 we reported that overall, 48 percent of all executives
and 57 percent of all managers and supervisors received training annu-
ally over a 2- to 3-year period." This is in contrast to orM, the agency
responsible for overseeing federal training efforts, where 37 percent of
executives and 42 percent of managers received training. The average
number of hours of training received overall was about 52 for execu-
tives and 46 for managers and supervisors. The average number of
hours received by orM executives was 36. For its managers and supervi-
sors it averaged 45 hours—close to the governmentwide average of 46
hours.

1%Federal Workforce: Data on Training Received by Agency Executives, Managers, and Supervisors
(GAO/GGD-88-18FS, Nov. 30, 1987).

Page 43 GAO/GGD-89-73 The Public Service



Chapter 4
Enhancing the Integrity of the Public Service

Postemployment Conflict
of Interest Requirements
Can Be Better
Administered

Application of the Ethics Act’s postemployment conflict of interest pro-
visions is governed in large part by how a former employee’s agency has
been “compartmentalized.” Compartmentalization is the process by
which agencies are divided into designated subunits for application of
the 1-year no-contact restriction contained in the Ethics Act. The restric-
tion prohibits former senior-level employees from contacting their for-
mer agencies on particular matters either before the agency or in which
the agency has a direct and substantial interest. Agencies request OGE to
designate certain of their positions as senior-level and therefore covered
by the 1-year no-contact restriction.

In February 1987 we reported on the compartmentalization of agencies
under the Ethics in Government Act and testified on this subject in June
of the same year.! We reviewed the basis for and administration of

(1) regulations that limit the application of certain conflict of interest
restrictions to designated components of agencies and departments and
(2) the application of regulations to the Executive Office of the Presi-
dent (EOP). The law governing postemployment conflicts of interest is
contained in 18 U.S.C. 207, as amended by the Ethics in Government Act
of 1978 (Public Law 95-521) and the 1979 amendments to that act (Pub-
lic law 96-28). This statutory authority for 0GE to make subagency des-
ignations forms the basis for implementing regulations developed by OGE
and issued by oPM. In December 1982 the Counsel to President Reagan
requested the statutory compartmentalization of EOP into nine separate
entities. OGE granted the request in March 1983, on the basis of its inter-
pretation of 18 U.S.C. 207(e). In the absence of any explanatory analysis
by 0OGE, we concluded that the descriptions of some of the nine entities
within EOP did not themselves appear to establish conclusively that the
EOP units exercise functions that are distinct and separate from one
another. For example, the Counsel to the President’s description of the
National Security Council did not explain how that body is separate
from the Office of the Vice President, since the Vice President is
described as being a member of the National Security Council.

Subsequently, 0GE concluded that the EOP designations were proper
solely on the basis of the description of functions found in organic legis-
lation for each of the components. We questioned whether a meaningful
determination of the separability of functions exercised by EOP compo-
nents can be made solely on the basis of a review of underlying statu-
tory authorities.

'Ethics Regulations: Compartmentalization of Agencies Under the Ethics in Government Act
(GAO/T-GGD-87-21, .June 25, T387).
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Justice prosecuted 2 of the 124 allegations, 1 of which resulted in a con-
viction under criminal laws relating to subjects other than conflicts of
interest. The other was an open case. Justice declined to prosecute 107
of the referrals and had not decided whether to prosecute 13. The
Inspectors General did not know the Justice Department’s decision on
two allegations. Agencies took administrative action (e.g., suspension or
dismissal) on 22 allegations, including 16 of the 112 allegations, that
were found to involve a possible criminal violation and were referred to
the Department of Justice. A Justice official, in commenting on the
enforcement of conflict of interest laws, said that additional options
could be made available to prosecutors in handling conflict of interest
violations. One option would be to amend the law to provide for misde-
meanor penalties in addition to currently available felony penalties and
agency administrative actions. A second option would be to provide for
additional civil sanctions that might have a deterrent effect.

Attorney General Meese’s
Financial Disclosure
Statement Did Not Comply
With the Ethics Act

In August 1987 we reported and testified on our analysis of Attorney
General Edwin Meese's 1985 financial disclosure report and Department
of Justice and 0GE’s reviews of that report.* The Ethics in Government
Act of 1978 and its implementing regulations require that an incumbent
of a high-level executive branch position file a public financial disclo-
sure report on or before May 15 of each year. It specifies that an indi-
vidual receiving income from or holding an equity interest in a
“financial arrangement’ must disclose the assets and associated income
unless the arrangement is an exempt trust. The incumbent’s employing
agency and OGE have equal reviewing responsibilities regarding financial
disclosure reports.

We found that the former Attorney General did not disclose his partner-
ship with Financial Management International, Inc., as required by the
Ethics Act. Since the arrangement did not meet the requirements of one
of the three types of statutorily exempt trusts, the investment should
have been included on his financial disclosure form.

We concluded that while certain aspects of the disclosure form were
questioned and corrected, neither Justice nor OGE obtained the required
information about the partnership during their reviews of Mr. Meese’s
disclosure form. Justice excused disclosure of underlying assets of the

*Ethics Enforcement: Filing and Review of the Attorney General's Financial Disclosure Report
(GAOQ/GGD-87-108, Aug. 4, 1987); The Filing and Review of the Attorney General’s Financial Disclo-
sure Report (GAO/T-GGD-87-26, Aug. 5, 1987).
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for DoD contracts that supported their subsequent work. We also found
that 82 percent of former DOD personnel maintained business communi-
cations with poD officials while working for a contractor; 45 percent of
these communicated with former colleagues.

Office of Government
Ethics Is Meeting Its
Responsibilities

Integrity of
Administrative
Systems Has Been
Impaired

In April of 1988 we testified on our ongoing review of OGE operations.”
The review focused on whether 0GE was fulfilling its statutory responsi-
bilities as provided in the Ethics Act. While we supported 0GE’s
reanthorization, we found that 0GE needed to assess the adequacy of
existing regulations and to issue regulations governing confidential
financial reporting among federal employees at grade GS-15 and below.

According to agency ethics officials, OGE had done a credible job in sev-
eral areas, such as serving as an advisor and educator, as well as helping
to solve potential conflicts of interest and systemic problems in agency
programs. Most of these officials believed that ethics laws should pro-
vide civil as well as criminal sanctions for conflict of interest. OGE, we
reported, had not always been able to review, as quickly as required,
individuals’ financial disclosure forms and agencies’ ethics programs.
Also, 0GE’s training and consulting services were well received, in strong
demand, but in short supply. OGE attributes these conditions to limited
staff size—27 people in total. We also noted that the upcoming presiden-
tial transition would likely strain even further OGE’s ability to review
disclosure forms and provide advice and consultation, while also contin-
uing its regular oversight and advisory programs. In reauthorizing the
program in 1988 Congress increased the size of OGE’s staff.

Merit principles require that employees maintain high standards of
integrity, conduct, and concern for the public interest. Statutes and reg-
ulations governing the merit system establish systems and procedures
that define specific requirements. Whether these requirements are
adhered to can only be determined by examining the day-to-day opera-
tions within agencies.

Over the past 2 fiscal years we have reviewed a variety of administra-
tive and personnel practices that affect the integrity of these systems in
federal agencies. In addition we have provided information on how some
of these systems are working. These reports have covered the detailing
of employees to the White House; the propriety of personnel practices in

7_lssues Related to the Office of Government. Ethics (GAQ/T-GGD-88-29, Apr. 13, 1988).
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the agencies reviewed, except the Department of State, routinely billed
the White House for employees detailed for over 180 days in a year. In
testimony we gave in May of 1987 we discussed the Small Business
Administration’s (SBA) detailing of three employees to the White House.
SBA detailed three Schedule C employees to the White House Office of
Presidential Personnel as of May 1987, We found that the three employ-
ees were not supervised by anyone at SBA, spent no time on SBA issues,
and had no contact of a substantive nature with any sBa official or
employee. sBA had not completed any performance appraisals for these
employees, and performance standards had not been established. The
duties for all three employees described by the White House differ sig-
nificantly from the duties shown in SBA’s position descriptions for the
employees.

We said that although there are no specific prohibitions against detailing
Schedule C employees to the White House or any agency other than the
one to which the individual was appointed, the use of the Schedule C
hiring authority exclusively for hiring a person for a detail to the White
House is an inappropriate use of that authority. In addition, the White
House had not reimbursed sBA for the services of two employees who
had been detailed for more than 180 days and had not included these
two employees in a required annual report to Congress. We concluded
that these two problems were violations of the law—3 U.S.C. 112 and
113.

We reported in March 1988 on the detailing of federal employees from
DOD to the White House. We found that the White House underreported
the number of employees detailed from DOD. In addition, pop did not bill
the White House for employees detailed for more than 180 daysin a
fiscal year, nor did the White House reimburse pop for such employees
even though, according to pOD, some of the employees were performing
White House functions. We also found that there was an inappropriate
use of Schedule C appointment authority when pop hired Schedule C
employees for details to the White House. We recommended that the
Director of OPM issue regulations prohibiting the detailing of Schedule C
appointees within 90 days of appointment. opM did not agree to our rec-
omrendation because it believed that such a requirement would be an
obstacle to accomplishing administration tasks.
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We also found that Tva’s Office of Nuclear Power had employed an addi-
tional 25 persons under arrangements similar to the employing arrange-
ments of Tva’s Manager of Nuclear Power. We expressed our view that

the employing arrangements for these 25 individuals were questionable.

Integrity Issues Affect a
Wide Variety of Programs
and Systems

In addition to the issues already discussed, integrity concerns have been
a factor in a number of other reports. During the previous 2 fiscal years
we have issued reports covering the conversion of noncareer staff to
career positions, the usage of sick leave by federal employees, the proce-
dures for garnishing employee wages, the use of a program for
rewarding employees for the reporting of integrity problems, and the
application of leave-without-pay policies in the Department of Justice.

In assisting the House Committee on Post Office and Civil Service’s Sub-
committee on Civil Service with its oversight of the federal Merit System
we have been providing summary statistical information from 60 execu-
tive branch departments and agencies on conversions of noncareer
appointees to career positions for the period January 1, 1987, through
February 28, 1989. Conversions include appointments of employees
appointed to career positions of any grade from noncareer GS-12 posi-
tions or above, including the SES. For the period January 1, 1987,
through June 30, 1988, agencies reported 356 conversions of noncareer
personnel to career status. Nearly three-fourths of these conversions
were competitive appointments.'t (The term “competitive” refers to the
legal authorities cited by the agencies to make the appointments, not the
process used to fill the position.)

In February 1988 we provided information on the procedures for gar-
nishing federal employees’ wages. Garnishing an individual’s salary gen-
erally means any legal procedure (court order) through which earnings
of any individual are required to be withheld for the payment of any
debt. We gathered available data on the extent to which selected federal
agencies (1) garnish civilian employees’ wages for commercial debt and
the number of individual garnishment requests that have been honored
and denied and (2) garnish civilian employees’ wages for child support
and alimony and the number of garnishment orders honored.

Federal Employees: Appoirtees Converted to Career Positions, January Through September 1987
(GAG/GGD-88-31FS, Jan. 28, 1988); Federal Empioyees: Appointees Converted to Career Positions,
October Through December 1987 (GAQ/ , Mar, 25, 1988); Federal Employees Appoin-
tees Converted to Career Positions, January Through March 1988 (GAO/

June 24, 1988); Federal Employees: Appointees Converted to Career Positions, Apnl Through

June 1988 (GAO/GGD-8B-131FS Sept. 30, 1988).
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approval documentation or that its sick leave regulations were being fol-
lowed. As a result of our review, Gsa officials took actions to better
assure that the required documentation is retained."

A federal program designed to promote integrity by rewarding federal
employees for reporting fraud, waste, and abuse has not been widely
used. In December of 1987 we reported on our assessment of the effec-
tiveness of the federal government’s cash awards program for disclo-
sures of fraud, waste, or abuse.* We reviewed the programs in the six
largest federal departments and found that in five of the six depart-
ments the Inspector General offices had not granted cash awards since
the program was extended in November of 1985. We found that there
was a lack of convincing evidence to support or refute the program. In
addition, the opinions of employees and Inspector General officials
emphasize that factors other than a cash award are important in stimu-
lating cost savings and cost avoidance disclosures. Accordingly, we were
unable to conclude whether the program should be continued or modi-
fied. We did state, however, that if Congress should decide to extend the

program, it may wish to consider (1) expanding the program to include
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nonfederal personnel, (2) allowing cash awards for disclosures that
result in intangible benefits, and (3) clarifying that the program is to be

imnlemented bhv all agencies
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In September 1988 we issued an interim report to a congressional sub-
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leave-without-pay and the consistency with which they are applied.!s
We reported that Justice’s leave policies closely parallel the guidance
contained in the Federal Personnel Manual issued by opM. We also
reported summary data on the 32 leave-without-pay cases we have
reviewed to date. This is out of a total of 138 cases that we had identi-

fied in Justice Headquarters components.

I3Federal Personnel: Documentation for Sick Leave Used by Retiring GSA Employees Not Always
Available (GAO/GGD-88-29, Jan. 7, 1988).

MFederal Workforce: Low Activity in Awards Program for Cost Savings Disclosures
(GAD/GGD-88-22, Dec. 18, 1987.

Federal Workforce: Information on Leave-Without-Pay at the Department of Justice

(GAO/GGD-8R-129FS, Sept. 17, 1988). e
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opPM’s leadership role in addressing critical human resource problems
and in preparing the government to meet future challenges,

personnel research and demonstration projects,

innovative human resource management practices in federal agencies,
employee suggestion systems and involvement programs, and

OPM’s personnel management evaluations.

Serious Human Resource
Problems Need to Be
Addressed by OPM

In work that we completed during fiscal year 1988 we found that seri-
ous human resource problems are affecting federal operations. These
include problems discussed earlier, such as recruiting and retaining
quality people, employee compensation, workforce planning, and per-
formance improvement. We found that because of changes in direction
of 0PM over the past 10 years, sustained attention has not been paid to
resolving critical problems and preparing for future challenges.

oPM has recently begun to implement reforms designed to improve
recruitment and deregulate the hiring process. These are important ini-
tiatives and with sustained attention can achieve lasting results. OPM
must also address other important aspects of managing the govern-
ment’s human resources. These include strengthening workforce plan-
ning efforts, increasing assistance to agencies in improving performance
management, and reinforcing its oversight and evaluation efforts. Fur-
ther, 0PM needs to improve its internal operations and deal with its seri-
ous employee morale problems. oPM did not concur with our findings
because it believed any just assessment of its leadership would conclude
that it has been successful in preparing the federal civil service for the
human resource demands of the next century. We disagreed; we believe
that the government is not well-postured to meet future challenges, in
part due to a lack of effective 0PM leadership.!

OPM Commitment to
Personnel Research and
Demonstration Projects Is
Not Extensive

A principal means by which 0PM can exercise leadership in the manage-
ment of human resources is through its authority to initiate and approve
research and demonstration projects. CSRA gave OPM the authority to
implement and evaluate personnel management research programs and
demonstration projects either directly or through federal agencies or
other public or private organizations. A research program is a study of

'Managing Human Resources: Greater OPM Leadership Needed to Address Critical Challenges
(GAO/GGD-89-19, Jan. 19, 1939},
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practices and on those practices that agencies believed contributed most
significantly to improving agency performance.

Applications of practices that were most frequently identified as con-
tributing significantly to improving agency performance included use of
advanced training technology, organizational assessment, employee sug-
gestion systems, workforce planning, automated personnel administra-
tion information systems, and providing dual career paths for
specialists.

Employee Involvement
Can Help Improve Agency
Operations

OPM, through its regulatory and oversight efforts, can encourage innova-
tion in the management of federal agencies. In our review of innovative
personnel practices, agencies reported that employee suggestion systems
contributed significantly to the improvement of agency operations. We
reported in March 1987 on the effectiveness of the government employ-
ees’ incentive awards program, through which employee suggestions are
encouraged and recognized.!

The orPM regulations that govern the administration of the program

(1) encourage agencies to provide the necessary resources and (2) estab-
lish effective promotion and publicity activities to encourage employee
suggestions. Among the agencies we visited, however, wide variations
existed in the level of management emphasis and resources devoted to
the program. We recommended that the Director, OPM, identify all agen-
cies not in compliance with the regulations and seek corrective action by
reporting the findings to top agency officials.

Employee suggestion systems are just one element in involving employ-
ees in improving their organization’s operations. In May 1988, we
reported on what has been learned from the use of employee involve-
ment programs in both the private sector and the federal government.’
Employee involvement programs not only encompass suggestion sys-
tems, but also include survey feedback, quality circles, quality of work-
life committees, job redesign, self-managing teams, and employee partic-
ipation groups. We reported that there are two key ingredients for
implementing a successful employee involvement program. There must
be strong management support, and the organization should have a long-

Federal Personnel: Agencies Need to Make Greater Use of Employee Suggestion Programs
(GAO/GGD-87-44BR, Mar. 17, 1987).

*Employee Involvement: Issues for Agencies to Consider in Designing and Implementing Programs
(GAO/GGD-88-82, May 23, 1988).
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OPM'’s Performance in
Administering Civil
Service Programs

Recently, opM informed us that its Personnel Management Evaluation
approach has been broadened to add more structure as a resuit of con-
cerns expressed internally and externally.

In addition to providing leadership to the federal government in the area
of human resource management, OPM also must administer a variety of
compensation, employment, and benefit programs, as well as provide
administrative services to federal agencies. Over the past 2 fiscal years
we reported on OPM’s performance in administering various programs.
Our reports covered the following topics:

Drug testing of federal employees,

OPM background investigations,

the implementation of FERS,

oPM’s management of the federal employees health benefits program,
and

health benefits information.

OPM Oversight of Federal
Drug Testing Program
Needed to Assure an
Effective Program

opM guidelines for establishing a drug-free federal workplace and HHS’
companion technical guidelines concerning the operation of drug testing
programs was the subject of testimony we presented on May 20, 1987. In
the testimony we expressed concern that (1) agency interpretation of
the guidelines may vary, resulting in the lack of uniform programs;

(2) employee rights were not fully addressed; (3) no provision existed
for continuing, centralized oversight; and (4) the cost of the federal drug
testing program remained unknown.”

Better Management of
Investigative Activities
Needed

OPM’s operation of a revolving fund to finance services that it provides
to other federal agencies on a reimbursable basis was the subject of a
report we issued in June 1987.% In establishing the fund, Congress
required GAO to report on it once every 3 years. For fiscal years 1983
through 1986, we evaluated opM’s efforts to maintain revolving fund
stability in its management of background investigations, one of the ser-
vices financed through the fund.

"Federal Employee Drug Testing (GAO/T-GGD-87-18, May 20, 1987).

30PM Revolving Fund: Investigation Activities During Fiscal Years 1983 through 1986
(GAO/GGD-87-81, June 26, 1987).
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The Federal Retirement Thrift Investment Board was established to set
policy for investment and management of the thrift savings fund, to
invest or provide for the investment and management of the thrift sav-
ings fund and the investment of fund assets, and to review the perform-
ance of investments made. Delays caused implementation of the thrift
plan to be deferred from January 1, 1987, to April 1, 1987. Some agen-
cies experienced difficulty in programming their payroll systems to han-
dle employee and agency contributions to the thrift plan. We noted that
employees of agencies unable to process contributions on a timely basis
could lose interest earnings on contributions that could otherwise be
made.

Better Regulation of
Federal Employees Health
Benefits Program Reserves
Needed

In March of 1987 we reported on 0PM’s management of the Federal
Employees Health Benefits Program’s reserves over a 7-year period.'
We compared the reserve balances with targeted levels and identified
the advantages and disadvantages for regulating reserves.

We found that the reserves had fluctuated widely from their targets,
needing frequent and often substantial adjustments to keep them at or
near the preferred levels, With the number of uncertainties inherent in
estimating health care costs, we doubted that opM and the plans could
set premiums accurately enough to avoid these reserve fluctuations.
Consequently, 0PM needed to use the best means available to equitably
adjust reserves, We recommended that the Director of opM use future
premium adjustments to regulate program reserves and avoid using
refunds and benefit modifications as reserve adjustment strategies. oPM
disagreed with our recommendation, believing that its Director should
have the flexibility to use all three strategies in managing the program.

Employee Benefit
Information Can Be
Enhanced

In September 1987 we reported on how well federal agencies meet their
employees’ needs for information on the various employee benefit pro-
grams.'' We reported on the use of personalized benefits statements in
some agencies and the accessibility of benefits information to employees
in 23 agencies. We found that federal employee benefit information is
scattered throughout thousands of pages of the Federal Personnel Man-
ual, which has not been kept current by opM.

'UInsurance Reserves: Strategies for Regulating the Federal Employees Health Benefits Program
(GAO/HRD-87-10, Mar. 6, 1987).

' Federal Workforce: Information on Employee Benefits (GAQ/GGD-87-112-FS, Sept. 3, 1987).
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Our survey of representatives of six groups having experience with the
case processing system indicated general satisfaction with the timeliness
standards adopted by MSPB for adjudicating cases. While all groups were
generally satisfied with the actual time it took regional offices to pro-
cess appeals, not all groups were satisfied with the time it took the
MSPB’s headquarters to process petitions for review of regional office
appeals decisions. We also learned that groups representing agencies’
interests viewed the performance of MSPB’s regional offices and head-
quarters more favorably than did the groups representing employee
interests.

In October 1986 we reported on MSPB’s San Francisco Regional Office
procedures for awarding contracts for court reporting services.® We
found that (1) MspB generally awarded its court reporting contracts
without considering the costs to other government agencies or individu-
als and (2) this procedure did not violate existing laws or procurement
regulations as long as MSPB ensured that copies of tape recordings were
available to appellants at a reasonable cost. We also determined that
MSPB’s court reporting for small purchase solicitations could be improved
and recommended that MSPB revise future solicitations to ensure that all
firms are able to submit informed quotes and to protect against unrea-
sonable prices being charged to other government agencies and
individuals.

$Merit Systems Protection Board: Costs Considered in Awarding Court Reporting Contracts
(GKWG%D-E‘?-QBR, Oct. 20, 1086). e AT T oo R
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MSPB'’s Performance
Shows Improvement

Because of the increasing number of options in the health and life insur-
ance and retirement programs offered by the government, employees
are often confronted with complex and difficult choices about program
participation. Employees who are unfamiliar with the benefit program
and/or cannot get timely answers to their questions may find it difficult
to make informed decisions. Some federal and private employers use
annual personalized benefit statements to make their employees more
aware of their fringe benefits. We estimated the government’s share of
benefits costs to be about $29 billion in fiscal year 1986. As recom-
mended by the President’s Council on Management Improvement, a ben-
efits handbook published by 0PM and made available to agencies’
personnel offices could reduce the time agency staff spend answering
employee questions and reduce frustration employees feel when they
try to obtain current information.

Over the past 2 fiscal years we have completed two reviews of MSPB. We
looked at the processing of employees’ appeals, which has improved,
and we also looked at the awarding of court reporting contracts by its
San Francisco regional office, which we found to be proper.

Reorganization Plan No. 2 and CSRa established MSPB to hear federal
employee appeals of agency actions, such as employee removal, reduc-
tion-in-grade, suspension, and retirement decisions for consistency with
merit system principles and laws. At the time CSRA was passed, there
was concern by both members of the executive and legislative branches
that the old Civil Service Commission took too long to adjudicate
employee appeals. To improve timeliness, CSRA required MSPB to publish
a schedule for issuing decisions. Accordingly, MSPB established a 120-day
standard for processing appeals in its regional offices and a 110-day
standard for reviewing regional office decisions appealed to MSPB
headquarters.

In August 1987 we reported on our review of MSPB’s adjudication of fed-
eral employee appeals of agency personnel actions, which found that
MSPB’s timeliness of case disposition had improved.!2 The proportion of
cases decided within the regional office and headquarters standards had
increased significantly in recent years.

!2Merit Systems Protection Board: Case Processing Timeliness and Participants’ Views on Board
Activities (GAO/GGD-87-07, Aug. 20, 1087,
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We found that a backlog of uncompleted investigations grew signifi-
cantly from fiscal years 1982 to 1984 but then decreased through fiscal
year 1986. This backlog apparently resulted because opM did not hire or
obtain enough investigators to keep current with agency requests for
background investigations. As a result, OPM had to make rebates to agen-
cies because of its inability to provide timely investigative services. In
addition, agencies lose employee productivity while waiting for back-
ground investigations to be completed. We recommended that the Direc-
tor, opM, should provide the investigative activity authority to hire and
maintain an investigator staff at levels that would improve the timeli-
ness of background investigations and reduce the backlog to a manage-
able level.

The New Federal
Retirement System Has
Been Successfully
Implemented

In March 1987 we testified on the implementation of the Federal
Employees Retirement System (FERS) Act of 1986.° Three agencies were
involved in the implementation of FERS: OPM, the Federal Retirement
Thrift Investment Board, and $sa.

OPM is responsible for administering the basic annuity portion of FERS
and has published regulations covering that portion of the system. We
reported that OPM prepared instructional materials and training pro-
grams for agencies to use in counseling employees on the decision to
switch to FERS. Agencies were expected to train 4,000 “decision advi-
sors’ to assist employees in making their choice. 0OPM also was involved
in the preparation of a series of FERS information materials for employ-
ees, including pamphlets, videos, a workbook, and a computer program.
The workbook and computer program were key items that took employ-
ees in the civil service retirement system through the steps necessary to
determine whether they should switch to FERS.

While s84 had no direct role in the FERS implementation, it was an impor-
tant source of information for employees who were considering trans-
ferring to the new retirement system. For employees to make informed
decisions about the transfer, they needed to know their Social Security-
covered earnings. $sa did not have the resources to quickly provide
forms, instructions, and resources to the large number of employees that
were expected to request earnings information. OPM subsequently agreed
to fund the current procedure.

*Implementation of the Federal Employees Retirement System Act of 1986 (GAQ/T-GGD-87-10,
Mar. 25, 1987).
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term strategy that includes a readiness assessment that examines barri-
ers to change, communication, training, and evaluation. We reported
that such an approach helps ensure that practices that effectively tap
the creativity and motivation of employees will become a permanent
feature of organizational life.

OPM Evaluations of
Agency Personnel
Operations Are Not Seen
as Effective by Agency
Personnel Managers

Key to opM’s ability to provide effective leadership in the management
of human resources is knowing what needs to be done. To do this it
needs information on how well current policies are working and where
improvements can be made. OPM uses personnel management evaluations
to obtain this information. Until 1983, 0PM’s evaluation approach cen-
tered primarily on performing detailed case studies to assess agency
compliance with laws, rules, and regulations. In October 1983 opM
revised its approach to emphasize the collection and review of govern-
mentwide data to identify systemic federal personnel problems.

Whereas the former approach consisted of detailed reviews at about 200
agency installations each year, the revised methodology initially
involved the compilation of computerized data bases from a variety of
sources, and 1- or 2-day visits over a 5-year period, to all 4,100 installa-
tions with 50 or more employees. This methodology was subsequently
revised in 1986 to cover only installations with 100 employees or more,
which will account for 90-percent coverage of the federal workforce.

We reported in November 1987 on the revised approach orMm follows in
doing personnel management evaluations of federal agencies.®* We found
that personnel managers at two of the nine agencies we contacted were
satisfied with oPM’s revised approach. These managers cited the
increased number of installation visits and better communication with
OPM as reasons for the satisfaction. At the other seven agencies, person-
nel managers expressed concern about the revised approach, saying that
the Installation Assessment Visits were insufficient to make meaningful
assessments of program conditions. As a result, they said, the feedback
they received from orM was of limited use.

opM officials said that the program is an evolving one and that improve-
ments must be made before OPM or agency managers will receive maxi-
mum benefit from the revised approach. More resources were allocated
in 1988 to improve opM’s ability to implement the revised approach.

Federal Workforce: OPM’s Approach for Conducting Personnel Management Evaluations
(GAO/GGD-88-11, Nov. 4. 1987).
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the operation of public management policies and systems; a demonstra-
tion project determines whether a change in personnel policies or proce-
dures would improve federal personnel management. In our recently
completed management review of 0pPM, we said that at least 70 percent
of the personnel directors we surveyed did not believe that orM had
increased the quantity or improved the quality and dissemination of
public management research information.

In September 1987 we reported on the personnel research programs and
demonstration projects that opM had either implemented or approved.?
We reported that oPM had done two demonstration projects and one
research program since CSRA’s enactment. Most agencies we contacted
indicated that resource constraints limited program participation. Many
of the agencies believed that OpM could have taken a more active role in
developing projects. We found that oPM may not have demonstrated an
adequate commitment to research programs and demonstration projects
and may not have assigned enough staff to adequately manage the pro-
gram. In oral comments provided by OPM officials on our findings, they
said that the principal reasons that agencies had not used the research
and demonstration program more frequently were (1) the time and
money needed to conduct such efforts and (2) the press of implementing
other aspects of Civil Service Reform during the first years of the
program.

Federal Agencies Are
Experimenting With
Innovative Human
Resource Practices

The research programs and demonstration projects that have been
undertaken have been major efforts directed at achieving systemic
reform. There are, however, other means of improving public manage-
ment. We reported in June 1987 on how federal agencies have taken
steps toward improving the management of people.® To determine what
types of improvements were being made in the management of federal
employees, we inventoried innovative human resource management
practices that agency officials reported using in 71 federal organizations
employing about 92 percent of the executive branch’s full-time, perma-
nent civilian workforce. About one-third of these practices were intro-
duced within the previous b years. We reported on how frequently
agencies were implementing innovative human resource management

“Federal Personnel; Status of Personnel Research and Demonstration Projects (GAO/GGD-87-116BR,
Sept. 21, 1987).

#Human Resource Management: Status of Agency Practices for Improving Federal Productivity
(GAOQ/GGD-B7-B1TFS. June 16, 1987).
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OPM Needs to
Enhance Its
Leadership of Federal
Human Resource
Management

Ensuring that the functions of government are carried out in a compe-
tent and effective manner is the reason for having a merit based public
service. Achieving this goal has been a continuing thrust of civil service
reform over the past 106 years. Since its establishment in 1883 the merit
system that governs the federal service has undergone significant
changes. The most significant of these were the reforms enacted in 1978.
The implementation of these reforms by OPM and MSPB, as well as their
stewardship of the public service, has been a significant area for our
review.

Assuring that the merit system and the principles it stands for are main-
tained and strengthened is the responsibility of two agencies—orM and
MSPB. OPM is responsible for enforcing civil service laws and regulations
and for administering civil service benefit programs. While opPM’s role as
administrator of the civil service is important, its mission is much
broader. As envisioned in CSR4, its mission is to improve the govern-
ment’s performance by providing leadership and expertise in the man-
agement and development of the federal government’s most valuable
resource—its people. The MSPB has a different but equally important
role, independent of opM. It is responsible for safeguarding both the
merit system and civilian federal employees against abuses and unfair
personnel actions. Its main role is to assure the integrity of the public
service through its oversight activities.

In addition to our regular reviews of OPM and MSPB activities, during the
past fiscal year we have completed a special assessment of 0PM’s leader-
ship role in managing the government’s human resources since its estab-
lishment 10 years ago. Over the past 2 fiscal years, we also have
reported on selected issues involving 0opM’s leadership in human
resources management, its administration and oversight of civil service
operations, as well as MSPR’s handling of appeals and its contracting
practices.

The Civil Service Reform Act envisioned a strong leadership role for opm
and specifically tasked the director with proposing policies to the Presi-
dent to promote an efficient civil service and the systematic application
of merit principles. Our work over the past 2 fiscal years, in addition to
a recently completed management review of OPM, has identified areas
where OPM can enhance its leadership of the public service. Our reports
covered the following topics:
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We found that, generally, federal civilian employees and members of the
Armed Forces were protected from garnishment of their wages for com-
mercial debt because of the doctrine of sovereign immunity. An action to
garnish a federal employee’s wages is considered to be an action against
the federal government and cannot be maintained unless sovereignty is
waived.

A governmentwide waiver of sovereign immunity has been granted for
enforcing child support and alimony obligations, i.e., domestic debts. In
18 of the 21 agencies we contacted, employers had their wages protected
from garnishment for commercial debt. Three of the agencies we con-
tacted have received general waivers of sovereign immunity. These were
the Postal Service, the Federal Deposit Insurance Corporation, and
Department of Housing and Urban Development employees paid from
the Federal Housing Administration Fund.

All of the 21 agencies we contacted honored court orders for domestic
debt garnishment. At the 15 agencies that could provide data on gar-
nishment actions, the number of employees whose wages were being
garnished for child support and alimony accounted for 1 percent or less
of the agency’s total civilian workforce. No data on the cost of process-
ing domestic or commercial debt garnishment orders were available at
the selected departments and agencies.*

Integrity issues cover not only conflict of interest and management
actions in administrative matters but also the use of sick leave by fed-
eral employees. We developed information on the extent to which Gsa
employees used sick leave prior to retirement and how Gsa was adminis-
tering regulations governing the documentation of sick leave. We
selected Gsa for review because, according to OpM data, GSA employees
had one of the highest rates of sick leave usage of all federal agencies in
1985 and had the largest portion of employees in that year with low or
no sick leave balances.

We found that the required medical and approval documentation was
not on hand to show whether the sick leave was properly authorized for
about half of the instances of leave used by GsA employees in our sam-
ple. When documentation was on hand it basically met GSA require-
ments. Our review also showed that GsA’s internal controls did not
ensure that sick leave was supported by the required medical and

"Federal Personnel: Garnishment of Wages for Commercial and Domestic Debts
(GAO/GGD-88-49FS, Feb 17. 1988).
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Questionabie Actions Have
Been Taken by Agencies
on Personnel Matters and
in the Setting of Salaries
for Top Managers

At Interior’s BIA and at TVA we reported on questionable management
actions involving the propriety of various BIA personnel actions and the
circumvention of salary limitations at TvA.

In May 1988 we reported on the propriety of selected personnel actions
at BiA.® We reviewed selected personnel actions for 19 positions involv-
ing 12 employees identified by the House Committee on Interior and
Insular Affairs. Although variations exist by grade and location, Indians
occupy the majority of positions in BI4, including those at higher grade
levels at BIA headquarters.

We found 8 improper personnel actions for 5 of the 12 employees at B1A
headquarters. These were one improper waiver of the BiA rules requiring
Indian preference in reassignments, one detail that violated Indian pref-
erence law, five instances in which details did not comply with applica-
ble rules, and one instance in which the unwritten policy of advertising
an SES position was not adhered to before Interior filled the position
with a non-Indian. We recommended that the Secretary of the Interior
take actions to prevent these problems from recurring. Additionally, we
discussed our findings and the need for a personnel management review
at BlA with opM officials. They did a review of staffing practices at BIA
headquarters and found instances of circamvention of Indian preference
in order to select non-Indian candidates, as well as other irregularities in
the use of temporary promotions and details. As a result of this review,
OpPM said it would expand its examination of personnel management at

BIA to cover selected personnel issues on a nationwide basis during fiscal
year 1989.

Circumventing the statutory salary ceiling by Tva was the subject of a
report that we issued in October 1986./* We reported on certain employ-
ment arrangements that TvA had entered into under personal services
contracts. We found that TVA’s employment of its Manager of Nuclear
Power under a personal services contract was questionable. We issued
an advisory legal opinion stating that TVA’s contractual arrangements
with its Manager of Nuclear Power constituted improper use of a per-
sonal services contract and represented a circumvention of the statutory
ceiling on salary payments to TvA employees.

“Personnel Practices: Propriety of Selected Personnel Actions at the Bureau of Indian Affairs
(GAO/GGD-88-81, May 17, 1988

'UTVA Nuclear Power: Management of the Nuclear Program Through Personnel Services Contracts
(GAO/RCED-87-43BR, Oct. 24, 1986).
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BlA; circumvention of governmentwide salary limitations by the Tennes-
see Valley Authority (TvA); conversions of noncareer personnel to career
positions; the government’s procedures for garnishing wages for the
nonpayment of domestic debts; sick leave usage in the General Services
Administration (Gsa); and the use of disclosure awards for reporting
fraud, waste, and abuse. We also reviewed an interim report on proce-
dures for granting leave without pay in the Department of Justice.

Agencies Detailing
Employees to the White
House Have Not Followed
Proper Procedures

Detailing of employees from one position or agency to another is an
accepted and necessary personnel practice in the government. A detail is
a temporary assignment away from a person’s regular duties for a speci-
fied period, with the employee returning to his or her regular duties at
the end of the detail. Over the past 2 fiscal years we have issued two
reports and testified once on the detailing of federal employees to the
White House.® Concerns have developed in Congress over this practice.
In response to a congressional request we identified Schedule C and
other federal employees who were detailed to five White House offices
during fiscal years 1980 through 1985. We determined whether appro-
priate reimbursement for these detailees was made to the detailing agen-
cies. Schedule C employees are excepted from the government'’s
competitive appointment procedures because of their policy-making role
or confidential working relationship with the agency head or top
appointed officials.

Public Law 95-570 requires that the President report to Congress the
number of employees detailed to five White House offices for more than
30 days in a fiscal year. It also requires the White House to reimburse
detailing agencies for employees doing White House functions for more
than 180 days in a fiscal year.

We reported in July 1987 that the President’s annual reports to Con-
gress have underreported the number of detailees from the 12 Cabinet
level departments (excluding boD) to 5 White House offices each fiscal
year. We also reported that (1) the President’s annual reports to Con-
gress were misleading because they included as reimbursements funds
that had been obligated for detailees but not spent; (2) the majority of
agencies inappropriately used the Schedule C appointment authority to
hire people exclusively for a detail to the White House; and (3) none of

®Small Business Administration Employees Assigned to the White House (GAO/T-GGD-87-19,

May 20, 1987); Personnel Practices: Detailing of Federal Employees to the White House
(GAO/GGD-87-102BR, July 22, 1987); Personne) Practices: Federal Employees Detailed From DOD to
the White House (GAO/GGD-88-33, Mar. 14, 1988),
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partnership on the basis of Mr. Meese’s characterization of the partner-
ship as “blind.” 0GE officials did not question the partnership until it
was called to their attention by the media. Justice and OGE were still
reviewing the disclosure form when we completed our review.

Ethics Program at the
Justice Department Is
Missing Certain Required
Elements

In July 1988 we reported on the ethics program at the Department of
Justice,” and found that while the Justice ethics program contained
many of the basic elements required by the law and regulations, certain
required elements were missing. Justice had not periodicaily evaluated
the ethics program, and not all the Justice components had provided for-
mal ethics training. Justice allowed each departmental component to
exercise considerable discretion in administering the program. As a
result, the procedures established to implement the program varied
among the eight Justice organizational components we reviewed. Unlike
other executive branch agencies, Justice did not require any of its
employees to file confidential financial disclosure reports.

Potential Exists for
Conflict of Interest in the
Defense Department

The potential for conflicts of interest in the defense area was the subject
of an April 1987 report.® We reviewed the relationship between work
DOD employees did and their subsequent work as a defense contractor’s
employees.

None of the information we developed was designed to identify specific
statutory or administrative improprieties. However, we believe that the
information shows that some individuals leaving DOD and going to work
for defense contractors may give the appearance of (1) not having acted
in the best interests of the government because they viewed a defense
contractor as a potential employer, (2) taking advantage of insider con-
tacts to the detriment of the government, or (3) influencing contract
decisions to obtain later employment.

On the basis of a questionnaire to contractor employees who had for-
merly worked for pop, we reported that of 5,100 former personnel who
had left DoD during fiscal years 1983 and 1984 and obtained work with a
defense contractor, 32 percent, or 1,632, (1) had pob responsibilities that
could have affected their subsequent employer, (2) worked on the same
project that they had worked on while at poD, or (3) had responsibilities

"Fthics: The Department of Justice's Ethics Program (GAQ/GGD-88-112BR, July 19, 1988).

“DOD Revolving Door: Post-DOD Employment May Raise Concerns (GAQ/NSIAD-87-116,
Apr. 16, 1987).
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In the administration of the no-contact restriction, we found that oGE
(1) relied on the agencies to request designation of components, which
resulted in uneven application of the no-contact restrictions; (2) did not
document how it reviewed agency requests for compartmentalization
designation; and (3) published inaccurate lists of designations in the
Federal Register. The Ethics Act authorizes the OGE Director to designate
certain positions as senior-level positions subject to the no-contact
restrictions if they involve ‘“significant decision-making or supervisory
responsibility.” Because the Ethics Act provided no criteria for deter-
mining which positions fall below the specified grade levels, OGE estab-
lished its own criteria. We found that while the process conformed to
the intent of the Ethics Act, it has resulted in some inconsistencies in
application.

Criminal Prosecution of
Conflict of Interest
Allegations Is Rare

In May 1987 we reported some preliminary information on the process
by which alleged violations of conflict of interest laws are investigated
and resolved.? Our review examined how alleged violations of conflict of
interest laws, particularly 18 U.S.C. 207 and 208, were investigated by
Justice and OGE at Interior and EpPA. Several officials identified improve-
ments that were needed in the criminal statutes and the enforcement
process, such as a range of civil and criminal penalties that could facili-
tate prosecution of conflict of interest cases. Other suggestions included
the need for (1) regulations to define key terms in the statutes; (2) better
coordination among OGE, the Office of the U.S, Attorney, and Justice’s
Public Integrity Section on the referral and prosecution of cases; and

(3) including reasons for declining prosecution.

In February 1988 we followed up with a report on the statistics we gath-
ered on federal agencies’ enforcement of the criminal laws involving eth-
ical misconduct of federal employees.? We examined the actions taken on
alleged violations of criminal conflict of interest statutes reported dur-
ing calendar years 1985 and 1986. We selected 10 agencies for review
and found that the agencies referred 124 allegations to Justice for
prosecutive determination. Of those allegations referred, 112 were
found by the Offices of Inspector General to involve a possible criminal
violation of the conflict of interest laws.

“Ethics Enforcement: Process by Which Conflict of Interest Allegations Are Investigated and
Resolved (GAO/GGD-87-B3BR, May 21, 1987).

3Ethics Enforcement: Results of Conflict of Interest Investigations (GAQ/GGD-88-34, Feb. 19, 1988).
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Conflict of Interest:
An Area of Major
Concern

A quality public service needs the respect and confidence of the public.
A major ingredient in achieving this respect and confidence is having
public employees at all levels who respect the laws and regulations
established to guide the actions of those in public service. Over the past
2 fiscal years we have reviewed issues related to compliance with the
Ethics Act and merit principles.

Merit principles require that employees maintain high standards of
integrity, conduct, and concern for the public interest. The Ethics in
Government Act of 1978 was passed with the intent of preserving and
promoting the accountability and integrity of public officials and the
institutions of government.

CSRA, which passed the same year, codified merit systems principles and
enumerated prohibited personnel practices. opM, established as a result
of CsRa, has within it the Office of Government Ethics (OGE), which was
established by the Ethics Act. Public Law 100-598, enacted November 3,
1988, to reauthorize 0GE, among other things, removed 0GE from oPM and
made OGE an independent agency effective October 1, 1989. 0GE is
responsible for (1) providing uniform, authoritative policy guidance on
ethics matters within the executive branch, and (2) providing executive
branch personnel with training and counseling on ethics issues. It also
oversees the agencies’ ethics programs. In our reviews of 0GE we found
that it was generally carrying out its responsibilities effectively.

Our work in the past 2 fiscal years has examined integrity issues in two
key areas: (1) the conflict of interest provisions of the Ethics Act; and
(2) the integrity of administrative systems, which have been compro-
mised in several areas, such as the detailing of employees to the White
House and improper personnel actions at the Bureau of Indian Affairs
(BIA).

Congressional concern over apparent conflicts of interest by present and
former government employees resulted in several reports on various
aspects of the issue. Over the past 2 years we have reported or testified
on how the postemployment provisions of the Ethics Act have been
administered, the limited number of criminal prosecutions of conflict of
interest cases, the former Attorney General’s financial disclosure state-
ments, the ethics program of the Justice Department, the potential for
conflict of interest in oD, and the operations of OGE.
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existing productivity data. We recommended that the Secretary, HHS,
direct the Commissioner of SSA to take measures to strengthen manage-
ment at the pScs to achieve productivity improvements. Currently ssa is
developing a system for identifying targets of opportunity for irmprove-
ment. The system is being implemented in field offices but has not been
expanded to the pscs.

Superfund employees at EPA identified the need for more training to
effectively carry out Superfund response actions, according to a survey
done by us and a special study done by EPA. Superfund employees had
mixed views on the training programs. While many employees were sat-
isfied, many others identified problems in such areas as course content
and delivery, management commitment to training, and time available to
employees for training. EPA is developing a more structured and organ-
ized training program that, if fully implemented, should resolve most of
these problems. Training funds budgeted for Superfund have been sub-
stantially increased."

Training problems were one of a host of human resource management
issues affecting Faa. We found that raA needed to improve the training
program for its maintenance and inspection workforces. We reported in
May of 1987 on problems in the quality of training FAa safety inspectors
receive, as well as FAA's ability to provide inspectors with necessary
courses.'* According to FAA internal reviews, the lack of inspector train-
ing and experience has contributed to incidents of ineffective surveil-
lance and airline safety problems.

In September 1988 we reported that Faa had reduced its training
backlogs in its initial training program for newly hired inspectors.\s
Requests for initial inspector training will continue to be backlogged, we
said, because the Faa Academy’s training capacity was limited to about
300 new inspectors a year. In an effort to standardize inspector training,
over the next 2 years Faa will be implementing several changes in its
training program. In addition to its inspection workforce, Faa is facing
major challenges in providing training to both new maintenance techni-
cians and the existing workforces, given the number of new electronics

Superfund: Improvements Needed in Work Force Management (GAO/RCED-88-1, Oct. 26, 1987).

M Aviation Safety: Needed Improvements in FAA's Airline Inspection Program Are Underway
(GAO/RCED-87-62, May 19, 1987)

J>FAA Staffing: Recruitment, Hiring, and Initial Training of Safety Related Personnel
(GAO/RCED-88-189, Sept. 2, 1988).
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Performance Management
Is the Link Between
Individual and
Organizational
Performance

Performance management is a series of planned personnel management
actions directed toward improving organizational performance through
the effective use of employees. In our management review of Ssa we
reported in March 1987 on problems in the area of performance manage-
ment."* We found that ssa had not devoted sufficient attention to
improving its operational efficiency, and managers were seldom held
accountable for poor performance in this area. While ssA employees
were satisfied with many aspects of their work environment, we found
that many employees and mid-level and senior managers lacked confi-
dence in certain aspects of ssaA’s programs for recognizing high-quality
performance or ideas for improvements. Among employees, 25 percent
indicated that they had received inadequate verbal or written feedback
on their job performance from their supervisors. Among $SA senior exec-
utives, 39 percent we interviewed felt that SES performance bonuses
were not awarded to the most deserving people.

If performance is to be managed effectively, it must first be measured
accurately. Effective performance appraisal systems are a critical com-
ponent in achieving this goal. The results of employee performance
appraisals serve as the basis of a host of other personnel actions, such
as training, rewarding, reassigning, promoting, demoting, retaining, and
removing employees. In June 1987 we reported on our review of the
implementation of performance appraisal systems for Federal Wage Sys-
tem (blue-collar) employees in four agencies: Air Force, Army, Navy,
and the Veterans Administration.!! These four agencies employed
approximately 80 percent of the government’s blue-collar employees at
the time of our review.

As in past reviews we found problems with employee performance stan-
dards. Objective performance standards are the cornerstone of an effec-
tive performance appraisal system. It is the performance standards
against which an employee’s performance is judged. We analyzed the
standards contained in 84 performance plans applicable to 5,843
employees and found that problems existed in one or more of the stan-
dards in 54 of these plans. For example, we found standards that were
not clearly stated, did not distinguish among all levels of performance,
or were based on uncontrollable external factors. We also found that

1USocial Security Administration: Stable Leadership and Better Management Needed to Improve
Effectiveness (GAQ/HRD-87-39, Mar. 18, 1987).

' Blue-Collar Workers: Appraisal Systems Are in Place, But Basic Refinements Are Needed
(GAO/GGD-87-72, June 18, 1987).
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Performance
Management and
Training Are
Important to Attaining
an Effective Public
Service

make a rotation program practical. The second most frequently cited
reason was that their SES members were too specialized or technically
oriented to move to other positions.”

In October 1987 we reported on the Navy’s SES rotation program, which
the Secretary announced in August 1985.8 Qur review assessed how the
program was implemented and communicated to senior executives. We
found that the Navy could have done a better job of informing members
about the program when it was announced. The Navy began the rotation
program before providing SES members with information on how it
would be implemented. As a result, SES members knew of the rotation
program but were not informed of its details for almost 1 year, Nearly
half of the sEs members who responded to our survey were opposed to
the rotation program. It should be noted, however, that our survey was
mailed before the Navy distributed information on how the program
was to work. We recommended that the Navy, in its evaluation of the
rotation program, should address the concerns identified in our report.
Following its evaluation, the Navy cancelled the rotation program on
November 5, 1987.

A high quality public service is one that is focused on improving its per-
formance through training and better management of its resources. A
major thrust of recent civil service reforms and the continuing responsi-
bility of OPM is improving the performance of the federal workforce. In
the past 2 fiscal years we have reviewed systems in selected agencies
that are directed at improving the performance and accountability of
the public service. We reviewed the implementation of a revised pay for
performance system for federal supervisors and managers, performance
appraisal systems for blue-collar workers, aspects of performance man-
agement at ssa, and training activities at EPA and FAA that are aimed at
improving performance.

“Senior Executive Service: Agencies With a Senior Executive Service Rotation Program
{GAO/GGD-87T-22FS, Dec. 3, 1986).

8Senior Executive Service: Implementation of the Navy’s Program to Rotate Career SES Members
(GAO/GGD-88-4, Oct. 5, 1987).
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because their number did not exceed the limitations of CSra. We also
found that of the 14 political appointees, 10 were Schedule C and 4 were
noncareer SES members as of September 30, 1986. The report also con-
tained information on the number and background of the Bureau’s most
recent political appointees.

Programs for Identifying
and Developing Executives
Were Underutilized

The identification and development of executives and the effective use
of current executive resources are elements in maintaining the quality of
the public service. During the past 2 fiscal years, we reported on execu-
tive development activities and Sgs rotational programs.

Executive Candidate
Development Program

In Aprii 1988 and March 1987, we reported on the Executive Candidate
Development Program in six agencies—the Departments of Agriculture,
Health and Human Services, and the Interior; EpA; the Office of the Sec-

retary of Defense; and the Veterans Administration.?

The Candidate Development Program has not been a major source for
SES appointments, according to departmental officials, primarily because
its candidates have not had the technical skills that the SES appointing
officials sought. We found that the six agencies have not made a com-
mitment to using the program as an SES source and that opM—the agency
responsible for administering the program—has done little to encourage
such a commitment. In our management review of the ssa, we found that
its candidate development program was inadequate to provide enough
highly qualified sES managers for the future.

Sabbaticals

Executive development does not end with selection into the SES. CSRA
provides for sabbaticals for SES members as a means of continuing their
development. A sabbatical is time off with pay to pursue activities that
are beneficial to both the government and the employee. We reported in
August of 1988 on how many SES members have taken sabbaticals and
the positions to which sEs members returned when the sabbaticals were
completed." We contacted all of the 71 executive branch agencies that
had at least one career SES member as of September 1986 to obtain this

PSenior Executive Service: Reasons the Candidate Development Program Has Not Produced More SES
Appointees (GAO/GGD-88-47 "Apr. 20, 1988); Social Security Administration: Stable Leadership and
Better Management Needed To Improve Effectiveness (GAQO/HRD-87-30, Mar. 18, 1987).

%Senior Executive Service: The Extent to Which SES Members Have Used the Sabbatical Program
(GAO/GGD-88-90, Aug. 4, 1988).
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Agencies Are Having
Difficulties Retaining
Career Executives

The level of experience within the government’s senior executive corps
is in danger of eroding. Significant turnover among the members threat-
ens to affect the continuity and institutional memory needed to resolve
various administrative and programmatic problems. Over the past 2
years, we have reviewed issues relating to the retention of career mem-
bers of the SES.

In January 1987, August 1987, and July 1988, we reported on the diffi-
culties federal agencies are having in retaining career members of SES.!
We surveyed SES members who left their positions in fiscal year 1985, to
determine the most important reasons given for leaving sgs. We also sur-
veyed SES members who were serving in 1987, to determine their career
plans, characteristics, and opinions regarding their federal service. In
August 1987 we reported that in fiscal year 1985, 615 career SES mem-
bers left SES; these constituted 9.9 percent of the average SES member-
ship. The majority of respondents who left ses took another paid
position in business, industry, or consulting. Nearly half reported
increases in their salaries.

Former SES members noted a wide variety of reasons for leaving the Sgs.
The reasons were either agency specific, such as dissatisfaction with top
management and dissatisfaction with political appointees, or govern-
mentwide reasons, including frustration with proposed and actual
changes to their compensation and too few bonuses available.

Dissatisfaction among current executives in the SEs was reflected among
a representative sample of 348 SES members we surveyed in 1987. Gen-
erally they expressed a high degree of satisfaction with their jobs and
what they did for a living. However, they also expressed some
dissatisfactions:

Ninety percent were dissatisfied with the perceptions of federal employ-
ees by the press, politicians, and the public.

Sixty-five percent cited dissatisfaction with several compensation-
related issues, such as low salaries, proposed and actual cuts to benefits
programs, and perceived inequities in Sgs bonus distributions.

About one-third to one-half of the respondents were interested in leav-
ing the SES,

'Senior Executive Service: Answers to Selected Salary Related Questions (GAQ/GGD-87-36FS,
Jan. 9, 1987); Senior Executive Service: Reasons Why Career Members Left in Fiscal Year 1985
(GAO/GGD-87-106FS, Aug. 12, 1987); Senior Executive Service: Executives Perspectives on Their
Federal Service (GAQ/GGD-88-109FS, .Tuly 20, [988).
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data on skills development activities so as to aid the mobility of targeted
minority group members.

HHS did not agree with our recommendation to have $sA integrate the
organizationwide affirmative action plan into SSA components’ plans,
because it said the plans are already integrated. However, HHS did not
provide any evidence to support its contention.

HHS also disagreed with our recommendation that $sa components should
provide more information in their annual accomplishment reports.
According to HHS, the reports contain sufficient information to deter-
mine if affirmative action goals and objectives were achieved. However,
we disagreed with HHS because SSA’s reported data on affirmative action
accomplishments for headquarters components were not fully compati-
ble with ssa-wide data. To be fully integrated, the same overall goals,
objectives, and plans for action at the ssa-wide level must cascade down
to the SSA components.

The soundness of staffing information was the focus of our review of
staffing needs within Interior’s Office of Surface Mining’s Solicitor’s
Office. Our examination disclosed conflicting judgments regarding the
sufficiency of personnel to handle the caseload. Office of Solicitor offi-
cials believed that additional staff could not have been productively
used in fiscal year 1986 to work on surface mining-related activities.
Conversely, former Office of Solicitor managers believed that additional
staff should have been hired to more aggressively reduce the surface
mining caseload. In our review we found that surface mining-related
caseload statistics maintained by the Office of the Solicitor did not pro-
vide conclusive evidence to support or refute either of these positions.

Our analysis of caseload statistics maintained by the Office of Solicitor,
at the time fiscal year 1986 staffing decisions were being made, revealed
numerous errors. Consequently, reports based on these statistics often
overstated accomplishments.?

*8Burface Mining: Office of the Solictor Fiscal Year 1986 Staffing Needs (GAO/RCED-87-140BR,
May 27, 1987).
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Our November 1987 report illustrates why good workforce information
is necessary.* We reported that the availability and adequacy of pub-
lished data that could be used to determine the condition of the procure-
ment workforce were limited. We found that a formal definition of the
procurement workforce did not exist until the Office of Federal Procure-
ment Policy and the Federal Acquisition Institute defined it in response
to our draft report. Further, information maintained by the Federal
Acquisition Institute at the time of our review did not identify all per-
sonnel included in the procurement workforce as it was then defined;
included employees who were not part of the procurement workforce;
and did not include certain information on workforce personnel, such as
their training and experience.

The need for sound workforce information at the agency level was high-
lighted in three reports we issued on FaA. In October 1987, we reported
on the need for FAA to be more accurate in defining the controller
workforce because the current definition used for budgetary purposes
was creating staffing difficulties and could have adversely affected air
traffic control efficiency.* We recommended that the definition of the
controller workforce include only those responsible for separating and
controlling air traffic.

Valid staffing standards are the foundation for developing a credible
workforce planning effort. In June 1988 we reported that staffing stan-
dards are critical for FAA to determine how many controllers it needs.*
Standards had not been validated and fell short of accurately reflecting
FAA’s controller staffing needs, particularly for peak traffic periods, and
assuring an adequate training pipeline. We recommended that FAA revise
its staffing standards to more accurately reflect controller work load
and field conditions and to develop a validation process to ensure that
its standards are accurate and current.

In September 1987 we reported on the need for Faa to refine staffing
standards for its maintenance workforce.” The maintenance standard

32Procurement Persornel: Information on the Procurement Workforce (GAQ/GGD-88-7,
Nov. 5, 1987).

FIFAA Staffing: FAA's Definition of Its Controller Workforce Should Be Revised (GAQ/RCED-88-14,
Oct. 23, 1987,

FAA Staffing: Improvements Needed in Estimating Air Traffic Controller Requirements
(GAO/RCED-88-106, June 21, 1988).

¥PFAA Staffing: Challenges in Managing Shortages in the Maintenance Workforce
(GAG/RCED-87-137 Sept. 25, 1987).
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modernization program.* The number of present and future shortages,
however, was not known because 83A had insufficiently analyzed the
number of staff and skill levels needed to implement its systems mod-
ernization plan and maintain the current system.

Superfund Staffing Affects
EPA’s Performance

We reported in October 1987 on the shortage of skilled personnel in EPA’s
Superfund program.* According to EPA employees, the Superfund pro-
gram was understaffed by about 600 fuli-time employees. These
shortages, according to program managers, result in delays in carrying
out response actions, limited oversight of contractors and state activi-
ties, and dependence on contractors for assistance.

We also found that EpA’s Superfund workforce planning needed to use
more objective means of determining staffing needs. EPA relied on mana-
gers’ judgments of the time required to carry out various activities to
estimate Superfund’s staffing needs. Epa did not routinely collect histori-
cal data on time spent on various Superfund activities to support these
estimates. In addition, EPA needed to use productivity measures to gauge
the appropriateness of Superfund’s workforce size and skill mix.

Effective Planning
Requires Sound
Information

To be effective, human resource planning requires sound information
upon which to base decisions, both for governmentwide and agency pur-
poses. Information key to any planning effort should be tied to
workforce quality as well as to skill levels and work loads. The need for
better workforce information both governmentwide and within specific
agencies has been identified in several reports that we have issued over
the past 2 fiscal years. Governmentwide, we reported on the need for
information relating to the quality of the workforce. At FaA, ssaA, and the
Department of the Interior, we reported on the need for information
relating to managing the workforce.

The quality of the federal workforce has been the focus of two recent
reports. In one, we reported on it as a governmentwide issue, and in the
second we reported on it as it relates to the procurement workforce. opM
has initiated a study of the quality of candidates hired under its new
recruiting initiative. It plans to use the information to determine if the

“Social Security Administration: Stable Leadership and Better Management Needed To Improve
Effectiveness GAO/HRD-87-39 Mar. 18, 1987).

YW8uperfund: Improvements Needed in Workforce Management (GAQ/RCED-88-1, Oct. 26, 1987).
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reduce their work load, leaving it only two choices: Continue to stretch
the controllers, or limit air traffic. We recommended limiting air traffic,
thereby tailoring air traffic to the capabilities of its air traffic control-
lers. In the fall of 1988 raA began to curtail air traffic activity at O'Hare
airport and had continued to do so as of February 1989.

Hiring back those controllers fired in 1981 was proposed as a solution to
FAA’s controller staffing problems. In October 1986 we reported that
about 60 percent of the present controllers, supervisors, and staff, and
86 percent of the air traffic control facility managers were opposed to
rehiring any of the fired controllers. We also determined that (1) about
58 percent of the present workforce believed that rehiring some fired
controllers would have a negative impact on morale, (2) 95 percent of
the fired controllers who were surveyed were employed at jobs paying
them less than if they were working as FAA controllers, and (3) over 90
percent of those fired were interested in returning to FAA as controllers.>

Nationwide, FAA experienced an increase in the number of flights
delayed from equipment failures. We reported in September 1987 that
between 1985 and 1986, flight delays from equipment failures increased
22 percent more than total delays increased.? Staffing shortages at
many FAA facilities have caused scheduled maintenance shifts to go
unstaffed. In addition, the number of FAA specialists who maintain and
repair air traffic equipment had decreased faster than projected, and
technician shortages were beginning to negatively affect equipment per-
formance and other operational areas, such as the completion of routine
maintenance. We found that unless FAA hired in anticipation of attrition,
it expected staffing shortages to become more critical because of (1) the
impending eligibility of many technicians for retirement, (2) extensive
training required to develop replacements, and (3) delays in the installa-
tion of new systems designed to reduce maintenance requirements. We
recommended that FAA develop a staffing plan and consider options to
deal with the current staff shortages until replacements could be fully
trained. During fiscal year 1989, FAA plans to develop projections for the
next 3 to 4 years that will address staffing needs and near-term alterna-
tives for managing the current staff shortages.

2"FAA Staffing: The Air Traftic Control Work Force Opposes Rehiring Fired Controllers
(GAD/RCED-B7-32BR, Oct. 0, 1986).

*SFAA Staffing: Challenges in Managing Shortages in the Maintenance Workforce
(GAO/RCED-87-137, Sept. 25, 1087).
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anticipated who are covered under CSRrs opted to join the new system. In
March 1988, we reported views of officials in two agencies on why more
employees did not join FERS. The main reasons cited were:

Employees who planned to make the federal government a career
believed that CSkS provided greater benefits than FERS.

Some employees did not trust some aspect of the design or stability of
FERS,

Employees could not afford to contribute to the thrift plan component of
FERS.

Employees were waiting for Congress to change the FERS provisions.

FERS was too complex for employees to understand.

Effective Planning and
Good Information Are
Key to Attaining a
Quality Workforce

Merit principles require that federal employees be used effectively and
efficiently. If this is to be achieved, federal managers must know how
many and what types of people they need to accomplish their programs’
objectives. Linking mission accomplishment with personnel require-
ments requires good planning systems and sound workforce informa-
tion. While opM can have a significant leadership role in defining
governmentwide human resource requirements, the principal responsi-
bility for workforce planning is with the individual agencies.

Our work over the past 2 fiscal years showed that workforce planning
problems were affecting mission effectiveness in FAA’s air traffic control
system, Social Security’s ADP operations, and EPA’s Superfund program.
In addition, we have identified the need for better information on the
quality of the federal workforce and on the operations of individual
agencies’ workforces.

Mission Accomplishment
in the FAA Can Be
Enhanced Through
Effective Workforce
Planning

Every day about 1 million people travel on more than 16,000 scheduled
airline flights in the United States. How safe their travel may be
depends in part on the work of federal employees working for FAA.
Staffing shortages at FaA have raised questions in Congress over how
well FAA is overseeing aviation safety. Problems with FAA’s human
resource planning and management contributed toward staffing
shortages and other difficulties with air traffic control, airline inspec-
tion, and air traffic equipment maintenance and repair programs.

20Federal Personnel: Views From Two Agencies on Why More Employees Did Not Join the New
Retirement System (GAO/GGD-88- 52FS, Mar. 11, 1988).
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(AU0) for all special agents because their hours of duty are not subject to
administrative control, and agents must do substantial amounts of irreg-
ular work or occasional overtime work to satisfactorily discharge their
duties. In June 1988 we reported on the use of overtime at the rBl and
found that:

Nearly all special agents, regardless of location or responsibilities,
receive the maximum amount of AQU payments allowed by law. These
overtime payments come to about $6,300 per agent annually.

When adjusted for inflation, FBI overtime costs over a 10-year period
remained essentially the same.

The FBI uses acceptable methods of documenting overtime hours, and
over the past 6 years internal investigations have substantiated only
three cases of falsified overtime.!

Fringe Benefits Are a
Significant Part of
Employee Compensation

Fringe benefits constitute a significant portion of an employee’s compen-
sation and are a major cost to the government. In the past 2 fiscal years
we reported and testified on several aspects of the federal employees
benefit package. Our reviews covered the comparability of federal
health benefits with the private sector, the costs of unpaid leave, our
own parental leave policy, and the Federal Employees Retirement Sys-
tem (FERS).

In the area of health benefits, we reported in December 1986 on our
comparison of coverage for selected health benefits in the federal and
private sectors for a 6-year period (1980-85). Our comparison showed
that in 1985 federal enrollees were more likely than private sector
employees in medium and large firms to be covered for routine physical
and hospice care and to have catastrophic protection, but they were less
likely to be covered for dental, home health, alcohol and drug abuse
treatment, and extended care services. Further, our 6-year comparison
showed that federal enrollees paid more of their health care costs in pre-
miums, deductibles, and coinsurance than did enrollees in the private
sector. The 6-year trend data also indicated that private sector benefits
were more stable than the federal benefits, '

'Federal Workforce: Overtime Pay Practices of the Federal Bureau of Investigation
(GAO/GGD-88-94, June 13. 1988).

'"Health Insurance: Comparison of Coverage for Federal and Private Sector Employees
(GAO/HRD-87-32BR Dec. 31, 1086,
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Management and Budget, opM, and the Secretary of Labor) on the basis
of the Bureau of Labor Statistics' annual National Survey of Profes-
sional, Administrative, Technical, and Clerical Pay in the private sector.
Fiscal year 1987 marked the ninth straight year that a President pro-
posed, and Congress did not disapprove, alternative pay rates that were
lower than the comparability adjustments indicated by the Pay Agent’s
analysis. From 1985 to 1986, the average pay gap determined by the
Pay Agent for all General Schedule grades increased from 19 to 23.8
percent. However, the President and Congress agreed to limit the fiscal
year 1987 pay raise to 3 percent, effective January 1987. The last time
the General Schedule workforce received salaries comparable to those
paid in the private sector was in 1977,

Changes implemented since 1984 include (1) surveying additional occu-
pations and occupational levels; (2) comparing only permanent, regular-
rate employees rather than all General Schedule employees; (3) using
median rather than mean salaries; and (4) obtaining data from smaller
establishments and additional industries, All but one of the changes
resulted in a reduction of the calculated pay gap between federal and
private sector salaries.

We reported that the changes improved the accuracy of pay comparabil-
ity determinations by including more occupations and establishments in
the survey to make it more representative of occupations and salary
rates in both the federal and private sectors. In addition, Congress has
directed that the annual survey be replaced with an even broader one
that would provide information on white-collar fringe benefits as well as
on salaries.

Further evidence of the concern over the federal pay structure was illus-
trated in hearings held on a bill proposing a study of pay equity in the
federal government. In testimony we gave in April 1987, we did not
take a position on the desirability of a federal pay equity study. How-
ever, we said that the proposed legislation (S. 552) reflected many of the
suggestions made in a report we issued in March 1985 on how such a
study could be constructed. The bill’s prescription to use both job evalu-
ation and economic analysis techniques was consistent with the report’s
findings. The bill’s designation of a Commission on Compensation Equity
to oversee the proposed study was generally consistent with the report’s
conclusion that a steering committee would be needed to resolve policy

'18. 552—The Federal Employee Compensation Equity Act of 1987 (GAO/T-GGD-87-14, Apr. 22,
19877,
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Competitive
Compensation Is
Critical to Maintaining
a Quality Workforce

To recruit and retain a quality federal workforce in a competitive labor
market, the federal government must pay competitive salaries and bene-
fits. The workforce’s changing demographics and the competition from
the private sector for individuals with critical skills is hurting the fed-
eral government’s ability to maintain the quality it needs to be effective.
Merit principles require that equal pay should be provided for work of
equal value, with appropriate consideration for national and local rates
paid by employers in the private sector and with appropriate incentives
and recognition provided for excellent performance.

QOur work in the area of federal compensation indicates that the federal
government’s pay and benefits structure has serious implications for the
quality of the federal workforce. We reported and testified on several
aspects of federal pay and benefits during the past 2 fiscal years, Our
reports covered such issues as noncompetitive executive salaries,
improvements to the pay comparability process, methods for doing a
pay equity study, overtime pay practices for selected occupations, and
employee benefits.

Executive Compensation
Problems Still Remain and
Could Have Long-Term
Implications

In November 1986, we provided a statement on the need to raise the
salaries of top government officials to the Commission on Executive,
Legislative and Judicial Salaries."! We agreed with the Commission's
observation of the previous year that by any reasonable standard of
comparison the salaries of key officials—judges, executives, and Mem-
bers of Congress—were too low. We noted that federal executive pay
had lost ground to inflation, while private sector executives’ salaries
had gained significantly and had more than doubled the gap in constant
dollars since 1969. With the introduction of the new Federal Employees
Retirement System (FERS), the likelihood of the federal government los-
ing its most marketable employees in the future will become greater if
federal pay is not competitive with the private sector. FERS provides far
greater portability of benefits between the government and nongovern-
ment sectors. Consequently, in future years a decision to leave govern-
ment service involves a smaller sacrifice in future retirement security.
We noted that some aspects of the pay problem were not as severe as
they were a few years ago. For example, compression of salaries
between executives and managers has been lessened.

Along with the reasons for granting pay increases to top officials, we
expressed our concern that the Commission should address the issue of

"Federal Executive Pay (GAO/T-GGD-87-1, Nov. 3, 1986).
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FAA

IPA assignments can be made for up to 2 years (an extension for an addi-
tional 2 years can be made with the approval of the agency head).
Under an IpA assignment, employees continue to be paid by the organiza-
tion from where they came, and NSF reimburses the organization for the
amounts negotiated in the form of grant awards. Salary levels for
nonfederal 1Pa participants in SES positions (who could be paid in excess
of the salary ceiling set for the SES) in NS¢ were generally higher than for
SES positions occupied by career members of the SES in recent years.

Serious recruiting and staffing problems continue to affect FAA’s air traf-
fic control program. We reported in September 1988 that FAA would not
meet its congressionally mandated goal of controllers at the full per-
formance level in fiscal year 1988.5 Rapidly increasing the number of
full performance level controllers is difficult because it takes almost 3
years of training to reach that status. FAA was attracting fewer high-
quality controller candidates than in the past, and training losses were
affecting the agency’s ability to meet staffing goals. FAA was experien-
cing more trainee attrition at its busiest facilities than at lower level
facilities. We found that the placement of FAA Academy graduates fol-
lowing their initial training contributes to attrition because a graduate’s
demonstrated performance level is not matched with a facility’s air traf-
fic activity.

We also found that Faa does not have a national recruitment policy
other than meeting congressionally mandated staffing targets. Further,
its recruiting process relied on individual regions and was not centrally
coordinated or targeted towards those candidates most likely to succeed
as air traffic controllers. In addition, FAA’s staffing process was lengthy
and cumbersome. Preemployment processing took, on the average, 11.5
months. We recommended that FAA develop a national recruitment strat-
egy and that it place FAA Academy graduates at field facilities according
to their performance during the screening program. FAA announced
plans to establish a national recruitment strategy in January 1989.

Demonstration Projects
Address Recruitment and
Retention Problems

In an effort to improve its ability to attract and retain highly qualified
staff by setting and adjusting compensation levels comparable to those
of the private sector, the National Institute of Standards and Technology
(n1sT), formerly the National Bureau of Standards (NBS), and OPM began a

8FAA Staffing: Recruitment, Hiring, and Initial Training of Safety Related Personnel
(GAO/RCED-88-189, Sept. 2, 1988).
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EPA

reported that IRS’ efforts to hire the additional revenue agents autho-
rized by Congress were adversely affected by the timing of the supple-
mental appropriation and by IrS’ inability to offer competitive salaries
to college graduates.”

The fiscal year 1986 supplemental appropriation, which provided funds
to enable IRS to hire the additional revenue agents before the start of
fiscal year 1987, was enacted in July 1986. Therefore, even though IRS
recruited for revenue agents early in 1986, it could not make firm job
commitments and thus hire those agents until July—after the supple-
mental appropriation was approved. RS officials said that potential job
applicants with accounting degrees often receive commitments and
accept job offers before June graduation, which limits the pool of appli-
cants available. IrS’ ability to make firm offers before graduation is even
more important because IRS cannot offer accounting graduates salaries
that are competitive with those offered in most of the private sector.
Officials say this is especially true in certain large metropolitan areas,
such as New York City.

We reported in July 1988 that IRrS is experiencing problems with main-
taining quality when making adjustments to tax refunds and in the han-
dling of taxpayer correspondence.* The quality problems are in part due
to the high turnover of tax examiners. IRS is having difficulty retaining
experienced tax examiners due in part to the low salaries for the level of
work expected. The knowledge and skills a tax examiner is expected to
have are extensive, yet the starting pay is between $13,000 and $15,000
a year. We recommended that irs determine if the qualifying require-
ments used when recruiting tax examiners need to be revised.

In October 1987 we reported on employee turnover in EpA’s Superfund
program.® Turnover rates that had been below that of other federal
employees in 1984 and 1985 more than doubled in fiscal year 1986, sur-
passing governmentwide rates. While we did not assess all possible rea-
sons for the turnover, we did determine that pay was a key factor in
Superfund employees’ deciding to leave. We found that pay for federal
attorneys, chemists, and engineers—three key Superfund occupations—

*Pax Administration: IRS' [mplementation of the 1987 Revenue Initiative (GAO/GGD-88-186,
Dec. 2, 1987).

Tax Administration: IRS Service Centers Need To [mprove Handling of Taxpayer Correspondence
(GAO/GGD-88-101, July 13, 1988).

"Syperfund: Improvements Needed in Workforce Management (GAO/RCED-88-1, Oct. 26, 1987).
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recruiting initiative in June 1988, which was to be effective in the spring
of 1989.

We provided our observations on that initiative in July 1988 in congres-
sional testimony.! While we supported opM’s effort to improve the gov-
ernment’s recruiting and hiring process, we could not react more
specifically because many details about the process were unknown. The
new initiative we observed consists of two broad components: a series of
attractive recruiting brochures to provide better job information to
applicants and a proposed new hiring process for federal agencies. The
proposed hiring process would give agencies the ability to more quickly
hire prospective employees into federal positions, particularly those
applicants with demonstrated academic achievement.

Under the proposal applicants with a college grade point average of 3.0
or better will be eligible for employment without taking a test. Agencies
will be able to recruit and select such applicants directly. Other appli-
cants can qualify for positions by taking a written test in one of a
number of major occupational fields, such as financial and program
management. The tests will be job related but will also include an evalu-
ation of candidates’ civic virtue and moral character. This evaluation
will be based on an Individual Achievement Record designed by OPM to
measure what individuals have been able to accomplish with the oppor-
tunities they have been given.

We concluded that a number of questions existed about opM’s hiring ini-
tiative. They can only be answered as the details are completed and
pending litigation, which was initiated by the National Treasury
Employees Union, is resolved. For example:

How will the proposed direct hiring process comply with merit princi-
ples requiring fair and open competition, and how much flexibility will
agencies have in using the process?

How will special emphasis programs requiring hiring preferences for
persons such as veterans and the disabled be accommodated, particu-
larly under the direct hiring of applicants with demonstrated academic
achievement?

How many examinations will be required to test prospective employees
who do not have a high grade point average?

{GAO Observations on OPM’s June 1988 Initiative to Recruit and Hire Into the Public Service (GAQ/
T-GGD-88-48, July 12, 1988).
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when appropriate and are reported in the context of merit system prin-
ciples and prohibited personnel practices. These reports constitute GAO's
reporting effort in compliance with Title I of the act.

In recent years, the issues of recruiting and staffing, pay and benefits,
exXecutive management and leadership, affirmative action, ethics, per-
sonnel systems integrity, training and performance management, as well
as OPM’s and MSPR’s administration of various aspects of the civil service,
have been recurring subjects in our reports. Many of our reviews have
been on an individual agency and program basis, while others have
taken a governmentwide perspective. We continue to report and testify
on specific personnel issues that sporadically change due to political and
economic factors, technology, and new concepts in human resource
management.

This report includes the reports we issued or substantially completed
during fiscal years 1987 and 1988. We did not initiate any new audit or
evaluative work on the activities of OPM or MSPB in preparing this report.
This report contains brief descriptions of reports we issued and state-
ments of testimony on personnel issues presented before various con-
gressional committees during fiscal years 1987 and 1988. All reports
and statements are organized into four major categories to address the
major issues confronting the public service: its quality, effectiveness,
integrity, and stewardship.
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Background

This report summarizes our findings and recommendations from fiscal
years 1987 and 1988 on the management of the federal government's
most valued resource—its employees. People problems affect agency
performance, and the performance of the government’s agencies affects
the lives of every American citizen. Personnel management both in the
government and in the private sector has undergone and continues to
undergo evolution. It is now widely recognized in both the public and
private sectors that people as employees are a resource and that the pol-
icies and management practices that govern their working lives affect
the performance of the organizations for which they work.

The Civil Service Reform Act of 1978 (CSRA) put into place fundamental
management reforms in the federal government. Merit principles that
had been evolving over the years were codified; prohibited personnel
practices were defined; greater flexibility in managing the government’s
human resources was provided for; new tools to motivate subordinate
supervisors and employees were created; a comprehensive personnel
system for executives was established; and an organizational structure
better equipped to support efforts to achieve good management of gov-
ernment programs was put into place.

This structure consists of two components—the Office of Personnel
Management (OPM), and the Merit Systems Protection Board (MSPB).
Reorganization Plan No. 2 of 1978 and CSRA replaced the Civil Service
Commission with oPM, MSPB, the Office of Special Counsel (0sC), and the
Federal Labor Relations Authority. (0sC is an independent component
within the MSPB.) A major reason for the reorganization was to eliminate
the conflicting roles of the Civil Service Commission as both rulemaker
and adjudicator, The Commission had previously functioned as both the
government’s chief personnel office and management agent and as the
final administrative review authority in employee appeals.

The effectiveness of OPM as a central management agency and OPM’s rela-
tionship with line agencies in achieving the goals of the CSRA have been
continuing concerns of ours since the passage of ¢sra. In January 1989
we reported on our management review of opMm. The report covers (1)
planning for future workforce needs, (2) acquiring a quality workforce,
(3) improving individual and organizational performance, and (4) ensur-
ing the protection of merit and oversight of personnel activities. In addi-
tion to the management review, we have issued 82 reports on opM's and
agencies’ performances in managing various aspects of the civil service
over the past 2 fiscal years.
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Enhancing the Integrity of
the Public Service

The public service must have the respect and confidence of the public
it serves. GAO has found that post-employment conflict of interest
requirements must be better administered. Improvements are needed
in administering the Ethics in Government Act at the Department of
Justice and in the Office of Government Ethics.

The integrity of administrative procedures and systems has been
impaired in several instances. Improper or questionable actions on the
part of federal agencies were identified in the detailing of employees to
the White House, personnel actions at the Bureau of Indian Affairs, and
in the circumvention of salary limitations at the Tennessee Valley
Authority.

Strengthening the
Stewardship of the Public
Service

Recommendations and
Agency Comments

Governmentwide human resource problems are becoming serious. OPM
has recently begun to exercise more of a leadership role in managing the
government’s human resources. However, 0pM must provide sustained
attention to the many problems facing the federal establishment. opM
has not extensively used research and demonstration projects to
improve the operations of the federal workforce. At the agency level,
GAO identified numerous efforts to use innovative human resource man-
agement practices.

opM’s Personnel Management Evaluation Program, its principal means of
monitoring agencies’ compliance with government personnel procedures,
is not seen as effective by agency personnel managers.

orM provided guidance and assistance to agencies in the successful
implementation of the new Federal Employees Retirement System, but
better guidance was needed in the implementation of the federal govern-
ment’s drug-testing program.

The Board has improved its performance in the processing of employees’
appeals. Its procedures for awarding court reporting contracts were
found to be in compliance with existing laws and procurement
regulations.

Because this report summarizes reports GAC has already issued, GAO is
not making recommendations.

Specific recommendations and agency comments can be found in the
separate GAC reports listed on pp. 68-73.

Page 4 GAQ/GGD-89-73 The Public Service



Executive Summary

Purpose

Background

Results in Brief

Management of the federal government’s most valuable resource, its
employees, affects the quality of the services it delivers to the public.
Overseeing the management of the federal workforce has been assigned
to a number of federal entities, including the Office of Personnel Man-
agement (0PM) and the Merit Systems Protection Board.

Title I of the Civil Service Reform Act of 1978 (CSRA) requires GAO to
report to the President and Congress on the significant activities of opm
and the Board, particularly as these activities relate to merit system
principles and prohibited personnel practices. This report summarizes
major issues affecting the public service, drawn from 82 reports that
GAO issued primarily in fiscal years 1987 and 1988 on opM, the Board,
and other agencies.

The manner in which the federal civilian workforce is managed was fun-
damentally changed in 1978. The Civil Service Commission was abol-
ished and replaced by opM, the Board, the Office of Special Counsel, and
the Federal Labor Relations Authority. CSRA reoriented the federal gov-
ernment’s personnel policies, codified its merit principles, and defined
its prohibited personnel practices.

The intent of civil service reform was to assure a more competent, hon-
est, and productive federal workforce. Its goal is to have a civil service
that reflects the Nation’s diversity, that improves the quality of public
service, and that is administered consistent with merit system principles
and free of prohibited personnel practices. Ten years later the federal
workforce faces the difficult obstacles of noncompetitive pay, poor pub-
lic image, and a relatively inflexible personnel management system.

GAO’s work confirms that the state of the public service is not what it
needs to be and, as a result, programs and services have suffered. Some
deficiencies and problems were caused by the federal government’s
inability to consistently

assure the quality and effectiveness of its workforce by providing com-
petitive pay, effective planning and recruitment, competent leadership,
and adequate performance management (pp. 11, 53);

enhance the integrity of the public service by effectively curtailing con-
flicts of interest and enhancing the integrity of administrative systems

(p. 44); and
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